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What would You like to know about metering 


Would you like to know what makes OUTDOOR METERING possible? 


Sangamo J Meters are fully compensated for all 
temperature extremes . . . They are designed to 
maintain proper physical relation- 
ships of all parts under all condi- 
tions of temperature . . . They are 
constructed of corrosion-resistant 
materials and are furnished with 
specially heat-treated glass covers. 


Would you like to know how HIGH BILL COMPLAINTS can be reduced ? 


Damping magnets control the speed of the meter. 

Accuracy depends on the permanence of their 

strength. Millions of J Meters equipped with Alnico 
magnets have operated for years 
without a report of a single one of 
them speeding up due to loss of 
damping strength. 


Would you like to know what QUALITY CONTROL means to you? 


Sangamo’s statistical quality control insures accu- 
rate and uniform performance. Control techniques 
—like examining and testing production samples 
. and checking critical dimen- 
sions assure uniform accuracy. 
Service records from the field are 
also studied and evaluated—you 
can read the full story in ‘“‘Meter- 

ing for Profit.” 


Would you like to know how modern m 
can promote good public relations? 
Would you like to know how accurate m 
facilitate fair pricing? How dependable m 
can reduce operating costs? And, how) 
designed meters save operating and mii 
nance expense for your company? 

If you are interested in the answers tot 
and many other questions, get your cop) 
“Metering for Profit.” It’s 

yours for the asking. 


Write for 
“METERING 
FOR PROFIT” 


SANGAMO ELECTRIC COMPANY, Springfield, Illinois 


Please send my free copy of “Metering for Profit” 


Your Name 





Title 
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From B&W Research and Development .. . 


a practica 
solution 
cost problems 


DIVIDED 





practical, long-proved solution to rising construc- 
ion costs may be found in the B&W Divided- 
urnace Boiler. Whether it is a problem of con- 
tving height, width, or both—especially for units 
ith large heat input—B&W’s Divided-Furnace 
lesign offers remarkable econamies. The sketches 
in the opposite page show typical savings in space 
or twin-furnace and triple-furnace construction as 
ompared with single-furnace construction. 

A furnace division wall receives heat from both 
ides and therefore must be assured an adequate 


supply of water. With the B&W Cyclone-Steam 
Separator, circulation in division walls of B&W 
boilers has always been more than ample—as proved 
by long-term central station operation at boiler de- 
sign pressures as high as 2650 psi. Many years of 
experience stand behind B&W’s Divided-Furnace 
construction with all types of large units—Radiant, 
Stirling, and Open-Pass. Over 75 B&W Divided- 
Furnace Boilers are in operation—many for over 
10 years—and more than 80 units are under con- 
struction, for the following electric utilities: 


Alabama Power Company e Appalachian Electric Power Company e Arkansas Power & Light Company ¢ 
Cincinnati Gas & Electric Company e City of Los Angeles e Cleveland Electric illuminating Compony ¢ 
Commonwealth Edison Company e Consolidated Edison Company of N. Y. Inc. @ Consolidated Gas, 
Electric Light & Power Company of Baltimore e Dallas Power & Light Company e Detroit Edison Company * 
Duquesne Light Compony e Electricite France ¢ Georgia Power Company @ Houston Lighting & Power 
Compony e Indiana & Michigan Electric Company e Jersey Central Power & Light Company « Kentucky 
Utilities Company @ Long Island Lighting Company e Middle South Utilities, Inc. @ Monongahela Power 
Company e Niagara-Mohawk Power Corp. © Northern indiana Public Service Company « Ohio Edison 
Compony e Ohio Power Company e Pacific Gas & Electric Company @ Pennsylvania Electric Company ¢ 
Philadelphia Electric Company e@ Public Service Company of Colorado @ Public Service Compony of 
Northern lillinois @ Public Service Company of Indiana Inc. @ Public Service Company of Oklahoma @ Publi 
Service Electric & Gas Company @ Southern California Edison Company « Tennessee Valley Authority * 
Texas Electric Service Company « Texas Power & Light Company @ Toledo Edison Corp. @ Union Electric 
Company « West Penn Power Company @ Wisconsin Power & Light Company 
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SINGLE FURNACE TWIN FURNACE TRIPLE FURNACE 


EFFECT OF DIVISION WALLS ON BOILER WIDTH—KEEPING HEIGHT CONSTANT 
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SINGLE FURNACE TWIN FURNACE TRIPLE FURNACE 


EFFECT OF DIVISION WALLS ON BOILER HEIGHT—KEEPING WIDTH CONSTANT 


ADVANTAGES OF DIVIDED 
FURNACE CONSTRUCTION 


Provides greater cooling area 


without increasing furnace volume 


Reduces steel and other material 
Division wall furnace construction is used in combina- 


tion with other significant achievements of B&W Re- 
search and Development, including the Cyclone Furnace, 
Pressure-Firing, Gas Recirculation, and improved alloys Setiere furnace construction costs 
for high steam temperatures. Widely accepted through- 
out the power industry, these modern B&W advances Cuts operating costs by reducing 
are making major contributions to more economical and slagging in furnace and in convec- 
reliable steam generation. tion surface 

B&W’s continuing program of progressive research 
combined with its broad experience in designing and Triple furnace boilers for 1 boiler 
building boilers with the highest capacities in existing 1 turbine units of over 200,000 KW 
pressure-temperature ranges, assure you of the most effi- capacity are now being constructed 
cient and economical solutions to your specific steam 
generation problems. 


costs by keeping boiler and build- 


ing volume to a minimum 
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A this issue goes to press, the mem- 
bers and guests of the American 
Gas Association are gathering for their 
thirty-fourth annual convention in Atlan- 
tic City, October 27th to 30th. They 
gather in a period of considerable uncer- 
tainty as to the exact future course to 
be followed by their great and expanding 
natural gas utility and pipeline industry. 
Momentous decisions—industrial, regu 
tory, economic, and political—appear to 
lie just “around the corner.” 


FOLLOWING our annual custom, we 
have planned this issue to be of special 
interest to the gas utility people. We 
trust that our many readers and friends 
of the gas industry, as well as those of 
sister utility industries and the regula- 
tory commissioners and others, will find 
in this issue selected features and other 
material which will help them in a better 
understanding and solution of some of 
these problems. 


For our leading article, CHARLES E. 
BENNETT, president of the American 
Gas Association, has written a compre- 
hensive story of gas industry progress 
over the past year. Mr. BENNETT is also 
president of The Manufacturers Light 





LARRY SHOMAKER 
NOV. 6, 1952 6 











HOWARD B. NOYES 


& Heat Company of Pittsburgh. An 
engineering graduate of the University 
of Wisconsin who entered utility serv- 
ice with the Madison (Wisconsin) Gas 
& Electric Company in 1915, he has 
heen associated with Columbia Gas Sys- 
tem companies in the East since 1920. 


* * * * 


OwWARD B. Noyes, Assistant Deputy 

Administrator for gas transmission 
and distribution operations of the Petro- 
leum Administration for Defense, re- 
views the recent wartime and postwar 
history of gas industry progress. Mr. 
Noyes’ article, entitled “Why a PAD 
Order No. 2—And How Long?” begins 
on page 673. Mr. Noyes is also vice 
president of the Washington Gas Light 
Company. 


* * * * 


ARRY SHOMAKER, vice president of 
Northern Natural Gas Company, 
whose article on FPC gas cost allocation 
begins on page 680, is another contribu- 
tor to this issue, who graduated (PhB, 
’30) from the University of Wisconsin. 
He has been generally connected with 
the gas industry in the Middle West ever 
since joining his present organization in 
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What goes on at this Round Table? 


@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money ... hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


‘Round Table” at the Irving. Last year 
alone, 146 representatives from 85 utility 
companies attended these sessions. 

These “‘Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $120,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Public Utilities Department—Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricuarp H. WEst, President 
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1930. In 1938 he was made industrial 
engineer, later specializing in sales and 
public relations. 


e ££ €¢ & 


ALE PaRKER, whose article on corpo- 
D rate stockholders begins: on page 
689, has been secretary of the Columbia 
Gas System since May, 1941. A gradu- 
ate of Yale and Harvard Law School, 
Mr. Parker served as lawyer and bank- 
ers’ agent in New York, Buenos Aires, 
Rio de Janeiro, and London from 1919 
to 1924. Prior to 1940, when he joined 
the Columbia Gas System, he was direc- 
tor of an international merchant banking 
house. 

* * * * 


OSEPH |). PARENT, whose article on 
J “Training Men for the Gas Industry” 
begins on page 696, is a Bostonian who 
graduated from Ohio State (PhD, ’33) 
and taught there, as well as at Loyola 
of Chicago and Kansas State. He joined 
the Institute of Gas Technology in 1943, 
and is a leading authority and expert 
on gas industry technology. 


* * * * 


N interesting article, entitled “The 
Gas Industry’s Man-power Prob- 
lems,” begins on page 705. Its author 
is F. O. Rouse, a native Virginian, who 
graduated from Kings College and the 
University of Tennessee (MA). His 
early career was in state government and 
the foreign petroleum industry. 


F. 0. ROUSE 
NOV. 6, 1952 


Fabian Bachrach 
DALE PARKER 


re J. Hassett, formerly of the edi- 
torial staff of this magazine, has since 
been active in the public relations field in 
Washington, D. C., and New York city. 
Mr. Hassett was born in Washington 
and is a graduate of near-by Georgetown 
University. He has been a staff member 
of the public information department of 
AGA. More recently and to date, he is 
in Washington as the director of public 
relations for Structural Clay Products 
Institute. Out of his experiences on both 
sides of the editorial desk he has written 
his estimate of the potentialities of a 
broad-ranged public relations program 
for the gas industry which begins on 
page 715. 


* ¢ &.2 


= the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


THE Kentucky commission rules upon 
methods of apportioning the production 
plant of a natural gas company furnish- 
ing interstate and intrastate service for 
the purpose of fixing intrastate rates. 
(See page 65.) 


THE next number of this magazine 
will be out November 20th. 


se -_ens 





asarate , 1952 Public Utilities Fortnightly 


Cuts Photocopy lime To 


SECONOS 


AMAZING 
NEW 
PORTAGRAPH 
TRANSCOPY 





Portable ... simple to operate... Inexpensive to use! | 


Transcopy is your answer to improved photocopying without time-consuming 
processing. Transcopy gives you, in seconds, a finished, photo-exact, positive 
copy of any office record regardless of type or color. Anyone on your office 
staff can do the job without previous photographic experience. 


GET THE FULL STORY ON TRANSCOPY 


Room 1503, 315 Fourth Ave. 
New York 10, N.Y. 


Please send me free booklet P-334 describing in detail this great new unit. 


Name Position 





Firm 


Address 
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Coming IN THE NEXT ISSUE 


* 


IMPACT OF THE NORTHERN NATURAL GAS DECISION 
ON NATURAL GAS FINANCING 


A careful account of the effect of an FPC decision upon investment in 
natural gas company securities. The commission's decision in the Northern 
Natural Gas Case has caused some concern in the industry over restrictive 
regulatory policies. In this, the first of two articles, Dr. Ralph E. Badger 
makes a diagnosis of the situation obtained as a result of the decision. In 
the second article, Dr. Badger will go into the possible corrective action 
which might be recommended. (The second article will appear in PUBLIC 
UTILITIES FORTNIGHTLY, December 4, 1952.) 


PUBLIC RELATIONS PLANNING OF UTILITY MANAGEMENT 


Government intervention in business may have reached its peak. Busi- 
nessmen should encourage the new President to give business enterprise 
greater encouragement. Sound public relations programs have, and can 
continue to have, salutary effects in producing a social climate in which 
business can keep on producing and increasing the standard of living for 
all. These points are brought out by the author, Donald D. Hoover, in an 
article showing clear insight into these still ‘uncertain’ times. 


NEW YORK IS DIFFERENT 


The generalized customer relations programs established for utilities in 
other sections of this great country may be adapted to many of its regions, 
but not New York city. Its problems are unique. Normal methods do not 
always apply. The cliff dweller, as he is sometimes called, does not have 
room for all the load-promoting appliances. How New York is different 
is told in this unusual article by A. Bryan Marvin of Consolidated Edison 
Company of New York. 


A CUSTOM-MADE COMMUNICATIONS SERVICE 
FOR OTHER UTILITIES 


A minor controversy over the past year regarding the connection of a far- 
flung industry communications system with regular telephone circuits 
brought to light a new custom-made communications service. This has 
been fashioned by the telephone industry (Bell system) out of microwave 
and other radio circuits along with conventional communication tools. Gas 
pipelines and electric power networks as well as railroads are among the 
primary customers for this new service. Russell King, Bell system technical 
expert, tells about its development and usage to date. 


* 


A lso . « « Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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There’s a faster way! 








Our Cro-Magnon friend, who had lots of 
time on his hands, didn’t worry too much 
about getting work done faster, or at 
lower cost. 


For you—things are different! 


Because of today’s high cost of doing 
business, you cannot afford to overlook 
any opportunity for cutting costs. 


Specifically, we have in mind the efficient 
method of compiling bill analyses. 


Our one-step method of bill analysis does 
away with the necessity for temporarily 
acquiring, training and supervising a 
large clerical force. Our experienced 
staff plus our specially designed Bill Fre- 
quency Analyzer machines can turn out 
the job in a few days at a cost that is 
often 14 the expense of having the work 
done in your own offices. 


We think you will find the booklet, “The 
One Step Method of Bill Analysis” most 
interesting. Send for it today. 














p. S. It you use punched cards for billing, 
we are also equipped to make your analyses 
from them. 


SAVES 50°% IN TIME AND MONEY 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step. 


RECORDING AND STATISTICAL 
CORPORATION 


100 Sixth Avenue New York 13, N. Y. 

















Eonbeble Conte 


“There never was in the world two opinions alike.” 


DonaLp E. Woopwarpd 
Vice president, Mutual Life 
Insurance Company. 


ARTHUR MEIGHEN 
Former Premier of Canada. 


LAURENCE F. LEE 


President, Chamber of Commerce 


of the United States. 


CuHarvtes M. WHITE 
President, Republic Steel 


Corporation. 


D. A. Hutcy 


President, Lone Star Gas Company. 


JosepH EArt Perry 
President, Newton (Massachusetts) 
Savings Bank. 


Reese H. TAytor 
President, Union Oil Company of 
California. 
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“In the scramble of everyone to get some more, we 
have degraded our money.” 


> 


“We forget that the only true security is in risk, the 
only true stability is in change, and the only true certainty 
is the cheerful acceptance of uncertainty.” 


* 


“The great error of the century, not alone in America, 
but almost world-wide, is the false idea that some unknown 
someone else picks up the check for government subsidies 
and doles.” 


* 


“IT am fed up with seeing my country governed by little 
men with little minds, and principles to match. I do not 
want it governed by men whose only rules of government 
are those of rule by deal, by deficit, by deceit, by crony, and 
corruption.” 


* 

“If we're being edged toward Socialism—and I am thor- 
oughly convinced that we are—then it is time to say so 
without any ‘ifs, buts, or ands’ about it, and without any 
of these mealymouthed arguments that go along halfway 
with a socialistic scheme and then excuse themselves with 
a recitation of what it looks like ‘on the other hand.’ ” 


. 


“If every Federal function which competes with private 
enterprise were to make fairly competitive charges for 
services rendered or commodities sold; if grants, sub- 
sidies, and special privileges should more generally be 
made sel f-liquidating, these increased revenues alone might 
retire the public debt, stimulate private enterprise, and 
permit reduction in taxation.” 


* 


“I do not believe it is necessary to emphasize what a 
tax burden of 38 per cent will do to our productivity. The 
sources of private risk capital already are drying up at 
the present tax rates. The incentives for more and better 
production are disappearing. When the incentives and the 
capital are gone, there is but one answer left: bigger gov- 
ernment—first more government control and eventually 
government ownership.” 


12 
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l his advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities 
The offering ts made only by the Prospectus 


NEW ISSUE October 9, 1952 


$60,000,000 


United Gas Corporation 
438% Sinking Fund Debentures due 1972 


Dated October 1, 1952 Due October 1, 1972 











Price 102.35% and accrued interest 


Copies of the Prospectus may be obtained from any of the several underwriters 
'y in States in which such underwriters are qualified to act as dealers 
in securities and in which such Prospectus may legally be distributed 


The First Boston Corporation i i » Goldman, Sachs & Co. 
Glore, Forgan & Co. Kidder, Peabody & Co. Lehman Brothers 
Hornblower & Weeks Lee Higginson Corporation 

Paine, Webber, Jackson & Curtis Wood, Struthers & Co. 
Central Republic Company Clark, Dodge & Co. Dominick & Dominick 


(Incorporated) 


Harris, Hall & Company W.E. Hutton & Co. W.C.Langley&Co. Reynolds & Co. 
Bache & Co. Baker, Weeks & Harden McLeod, Young, Weir, Incorporated 
Spencer Trask & Co. Tucker, Anthony & Co. Dean Witter & Co. 

Hayden, Miller & Co. Johnston, Lemon & Co. 
McDonald & Company New York Hanseatic Corporation Shearson, Hammill & Co. 
Whiting, Weeks & Stubbs Courts & Co. R. S. Dickson & Company 
Putnam & Co. Bacon, Whipple & Co. Ball, Burge & Kraus 
E. W. Clark & Co. Julien Collins & Company Folger, Nolan Incorporated 
Fulton, Reid & Co. E.F. Hutton & Company Merrill, Turben&Co. Stein Bros. & Boyce 
Fahey, Clark & Co. | Reinholdt & Gardner Chas. W. Scranton & Co. Adams & Peck 
Lee W. Carroll & Co. Curtiss, House & Co. Johnson, Lane, Space and Co., Inc. 
A. E. Masten & Company Newhard, Cook & Co. Pacific Northwest Company 
Rodman & Linn Bosworth, Sullivan & Company, Inc. 
DeHaven & Townsend, Crouter & Bodine Robert Garrett & Sons J. A. Hogle & Co. 
Mackall & Coe Starkweather &Co. Sutro&Co. BoettcherandCompany Cohi & Co. 
Irving Lundborg & Co. Sills, Fairman & Harris Sweney, Cartwright & Co. 
Richard W. Clarke Corporation Kirkpatrick-Pettis Company Stetson Securities Corporation 
Stix & Ce. J. R. Williston & Co. Wurts, Dulles & Co. 











REMARKABLE REMARKS—( Continued) 


Harry FLoop Byrp 
S. Senator from Virginia. 


GwityM A. Prict 


President, Westinghouse Electric 


Corporation 


BENJAMIN F. FAIRLEsS 
President, United States Steel 
Corporation. 


CrawrForp H. GREENEWALT 
President, E. I. du Pont de 
Nemours & Company. 


HERBERT HOovER 
Former President of the 
United States. 


iDITORIAL STATEMENT 
Knoxville Journal. 


Excerpt from annual report, 


Richfield Oil Corporation. 
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“There is literally nothing more important than the 
preservation of the fiscal and moral integrity of the 
United States and the freedoms on which our Republic 
was founded.” 


- 


“If, by enlarging their understanding of free enterprise, 
we can convince employees that the broad objectives of 
labor and management are the same, then we will have 
gone a long way toward industrial harmony and a greater 
productive effort.” 


* 


“To put our faith in price controls while we continue 
to inflate our money supply is a good deal like plugging 
up the safety valve on a steam boiler, and then piling 
on more fuel. Something, somewhere, is just naturally 
hound to go bust sometime.” 


* 


“If we are to have a strong and productive industry 
in time of war, we must have a strong and productive 
industry in time of peace. ... Therefore, any action which 
hampers, retards, and weakens American industry, also 
hampers, retards, and weakens our peace, our progress, 
and our defense.” 


* 


“The outstanding phenomenon in the United States is 
the dangerous overstraining of our economy by our gigan- 
tic expenditures. The American people have not yet felt 
the full impact of the gigantic increase in government 
spending and taxes. Yet we already suffer from the blight 
of inflation and confiscatory taxes.” 


* 


“If you’re going to have the Federal government, or 
state government, or any other government in the public 
power business, then by all odds it would be better to 
have the principle of ‘home rule’ operative in the under- 
taking. Home-managed state Socialism is preferable to 
state Socialism operated from Washington, even in our 
books, and we yield to nobody in our objection to Socialism 
wherever found.” 


> 


“The trend of [tax] rates is ever upward. Unless it 
is stopped, there will be no earnings, after taxes, to put 
back into the business, and no industrial growth for 
private enterprise in any line of endeavor either by corpo- 
rations or by individuals. On the other hand, if the 
economic climate is kept such that earnings are available 
to finance additional productivity, industry will go ever 
forward, building the strength of this nation, toward 
invincibility from without and toward prosperity from 
within.” 
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CALCINATOR 


the automatic gas garbage 
disposal unit 





..- makes friends for 


the gas utilitie 





..- builds continuous 


base load 
(24 hours a day—7 days a week 


year after year!) 


CALCINATOR offers customers a completely depend- 
able, completely automatic gas garbage disposal unit. 
Burns all garbage and burnable trash... indoors. . . conven- 


iently. 


GAS CALCINATOR is modern, dependable, trouble-free. Every 
home served by a gas utility is a prospect for a profitable 
Calcinator sale. 


If it’s an ideal load building appliance you're looking for, then 
look no farther than CALCINATOR. 


Visit us...space 817 at the A.G.A—G.4.M.A. Exhibition 
at Atlantic City! 


CALCINATOR 


VALLEY WELDING & BOILER CO. 
Bay City, Michigan 
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Management while concerned with today’s problems thinks also of 
modernization programs, new plant designs, expansions, etc., to provide 
for the anticipated needs of tomorrow. Such projects may involve 
everything from analysis of requirements to final operating tests. But 
whatever their size or scope, to coordinate and perform these complex 
functions the experience and skill of the independent consulting engi- 
neering organization is invaluable. These smoothly functioning organi- 
zations provide the pooled skill and broad experience so essential in the 
elimination of costly trial and error waste, delays, and disappointments. 


The Peter F. Loftus Corporation has been rendering such service to 
utilities, industrials, institutions, and governmental agencies for many 
years. 
Many of these projects are illus 
trated in our new booklet “Co- 
ordinated Engincering Services 


engineering consultants 


First National Bank Building, 


Jeter F. Loftus Corporation seaden 22, Ceamyieut 


Established 19 
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Special abilities are needed in the handling of financial 
printing. Ours result from over 35 years of serving 
an extremely broad and varied list of customers. 
Resourcefulness and imagination spark the will and 
capacity to do things better. Impressive benefits resulting 
from superior facilities will justify your choice of 


L i = |  « o L ag financial printers 


NEW YORK (6): 130 Cedar Street + WOrth 4 
CHICAGO (5): 732 Sherman Street * WAbash 


al 


iin 





Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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THE ISSUE AT HAND... 


Whether it’s big, or small, or just being planned... 

Whether it’s stocks or whether it’s bonds .. . 

Whether you want it sold widely, or privately placed— 

At sometime or other, you may find good use for our services 
and facilities. 

Last year, for instance, we helped forty or fifty firms in your 
field to raise millions of dollars in much needed funds . . . helped 


= many of them to work out a prudent solution to their particular 


financing problem first—then supplied the kind of distribu- 
tion that the issue at hand seemed to call for. 

And that rarely presented a problem. 

Because we have 107 offices from Canada to Cuba . . . maintain 
an experienced sales staff more than 1100 strong . . . can always 
reach thousands and thousands of individual and institutional 
prospects for any given issue. 

If you think our organization might be helpful to you, simply 


address a letter to— 
Underwriting Division 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 





70 PINE STREET NEW YORK 5, N. Y. 








Offices in 103 Cities 
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brings problems in 
Engineering, Financing, 
Rates, Insurance, 
Storage, Distribution 


, 


a, ee 


Commonwealth's skilled and 
experienced staff is available on call 
to assist you in these 

and other phases 

of your gas operations. 
Over a period of many years 
we have supplied successful 
and satisfactory services 

to manufactured, L-P 

and natural gas companies 
ranging in size from 

only a few meters 

to hundreds of thousands. 
Services covering 

such problems as: 


and subsides 


Design of facilitie 
Property acquisitior 
Engineering report 
Gas manufacturing 
Cost of service and rate studies 
Studies of technical, rate and other problems 

related to mixed gas supply 
Preparation of testimony and representation 

before local and federal regulatory agenci« 
Underground storage field studies 
Emergency, standby and peak-shaving supply studie 
Distribution layout or revamping to meet growing load 
Space heating saturation problems 
Market surveys 
Insurance requirements 
Depreciation studies 
Assistance with financings 
Metering problems 
Conversions 
General contracting 


eports 
n new projects 
consultation 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E 


20 Pine Street, New York 5, N.Y. 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


¥ | 20% ine Shed, Nw Gok i MY. 


: 


| 


Gachson, Michigan  —‘Whshinglon. DE. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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‘ : 
) oO 
; % 
: 2 
a : a 


WE ARE proud to be one of Washington's own institutions, 


with a record of continuous service going back more than a century 


—to the granting of our early charter by Congress. Mindful alike 
of opportunities and obligations, through the years we have been 
dedicated to progress with the community. In the last decade our 
total meters increased 45 per cent, but sales in therms increased 
more than 150 per cent— indicating growing acceptance among 
our customers. Our program of development in that period, which 
embraced conversion to straight Natural Gas, has included the 
recent completion of underground stand-by storage facilities. In 
those ten years we have made capital investments of more than 


$42 million for present and future needs of our Nation's Capital. ( 





vw 


WASHINGTON GAS LIGHT COMPANY 
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Guardians / 


SPRAGUE 


CAST IRON AND ALUMINUM CAS 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


& 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff cre at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES: DAVENPORT, IOWA @® HOUSTON, TEXAS 


4 LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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Hectricity and Gas- 


Essential to Modern Living 


New and better products that make modern living 
more pleasant are possible because of electricity 
and gas. 


Public utilities have kept apace of the phenomenal 
demand for their services by expansion and improve- 
ment of facilities. Guaranty Trust Company plays an 
active role in the financing which makes such 
growth possible. 


In addition to direct financing, we act as registrar 
and transfer agent for public utilities securities, as 
trustee of bond issues and pension trusts, and in other 
related capacities. Our officers who specialize in 
public utilities financing are glad to serve you. 


Guaranty = sity 


Trust Company = && tse" 


of New York = ***sisi"e"™ 


Rockefeller Plaza at 50th St. 


Capital Funds $380,000,000 New York 20 
Member Federal Depostt Insurance Corporation London Paris Brussels 
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Figures 
Add Up! 


In our case, we’re mighty proud of the 
way they add up. At the close of our first 
seven years of operation, our operating rev- 
enues have increased 146% and the number 
of customers we are serving increased 43%. 

Service is constantly being improved to 
our steadily increasing number of custom- 
ers ... we are now serving over 86,000 
natural gas customers. Our ability to pro- 
vide better service is largely due to the 
valuable cooperation we have received from 
each of every one of our employees . . . to 
them, we pay particular tribute. 

We extend our hearty welcome to those 
attending the 34th annual convention of 
the American Gas Association at Atlantic 
City. We are proud to be a part of AGA and 
to participate in the growth of the GAS 
industry. 





WE ARE TELLING OUR CUSTOMERS... 


(t3 Better... ts CA? 


INDIANA GAS & WATER COMPANY, INC. 





a 
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How To Save 
Miles and Money 
in 
Pipeline Planning! 


Use An Abrams Aerial Survey Because 


1. You can, in settled areas, by-pass expensive right- 
of-ways through cultivated fields, timber stands, 
orchards and similar items—expensive legal entangle- 
ments cre avoided. 

. You can, in wild areas, by-pass or cross most advan- 
tageously, bogs, swamps and small lakes which are 
not shown on county maps—avoids expensive probing. 

. You can compute and order swamp and river weights 
in advance. 

. You can easily check progress reports and compute 
speed of stringing for each kind of terrain. 

You can locate and use trails or easy access routes 
to the job in wild areas. 


Abrams surveys do save miles and money—one client recently 
reported saving 142 miles of line in just one 12 mile section— 
@ saving that paid for the entire survey many times over. 


Write for complete information and a copy of “Pipeline Planning 
from the Bird’s-Eye View.” 


ABRAMS AERIAL SURVEY 
CORPORATION 


-.ANSING i MICHIGAN U.S.A 
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Considering Conversion? 








Consider EXPERIENCE! 


“We were impressed by the skill and 
competence of your supervisors in setting 
up. training and directing the tremendous 
organization of more than 2,600 people it 
took to convert the nearly two million gas 


appliances in our territory.” 


Recently a major eastern gas company 
wrote us the above in an unsolicited 
letter. It is but one indication of how 
our experience with conversions to 
Natural Gas, High B.T.U. Gas, and 
other gases enables us to complete effi- 
cient and economical conversions with- 


out confusion. 


FACT-FILLED BROCHURE... 


Our illustrated brochure, “Conversion With- 


> 


out Confusion’ 


you should have on conversion to a higher 
B.T.U. Write for your copy — Today! 


90 BROAD STREET 





contains the information 


CONVERSIONS and SURVEYS, INC. 


A Subsidiary of STONE & WEBSTER SERVICE CORPORATION 





If you are considering a conversion, you 
will be confronted with many new prob- 
lems. unique and without precedent in 
your normal operations. Our organiza- 
tion is qualified to offer you the assist- 
ance vital to the proper planning and 
completion of your changeover. Since 
1946, alone. we have completed conver- 
sions for 61 utility companies serving 
over 3,300,000 customers located in 475 
cities, towns and municipalities in 17 


states and the District of Columbia. 


Consider this experience if you're con- 


sidering a conversion! 





° NEW YORK 4, N. Y. 
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all the 
features 
of a 


* 
Roomy, 20°" wide, 14" 
high and 13" 





deep 
oven with Robertshaw 


Only 16%"' deep, de- 
signed to fit small 
apartments, trailers, 
and cottages. 





temperature control. 





C 










lo~ Oma 


Three regular-size universal aluminum 
head top burners on 8%" centers. 





MODEL 


Here is the ideal family-size range for small 
apartments. Big-range features—three top 
burners, 20-inch oven, smokeless broiler—are 
compacted into an attractive range that re- 


quires only 1634" x 27!/,"" of floor space. 


Sell the Vernois 69BWR to apartment own- 
ers, managers and tenants. There'll be more 
home cooking—more gas consumed—when 
you make this new Vernois model available 


to your apartment customers. 


lf you will write your name in the margin 
of this page and attach it to your letterhead, 
we will send you full details about the Vernois 
69BWR. It will pay you! 


MT. VERNON FURNACE & MFG. CO. 


MT. VERNON, ILLINOIS 


in a size 
to fit small 
apartments 
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A TECHNICAL FIRM 


May Be Known By Its Clients 


NDA Now Works With 


The Babcock & Wilcox Company 
Bell Telephone Laboratories, Inc. 
Carbide & Carbon Chemicals Company 
(Oak Ridge National Laboratory) 
The Conservation Foundation 
The Cooper-Bessemer Corporation 
The Detroit Edison Company 
The Dow Chemical Company 
Halliburton Oil Well Cementing Co. 
The International Nickel Co., Inc. 
The Johns Hopkins University 
(Applied Physics Laboratory) 
United Aircraft Corporation 
(Pratt & Whitney Aircraft Div.) 
U.S. Atomic Energy Commission 





Known for its application of advanced engineering physics to nuclear 
reactors, this private enterprise specializes in many kinds of imagina- 
tive, high-performance engineering désign for both government and 
private enterprise. 


Nucwear Devetopment Associates, INc. 


WHITE PLAINS, N. Y. , 








CONFIDENTIAL 





SERVICE 


SINCE 


1920 





When the problem is producing a superior printing job 
against a rush deadline, the answer is Sorg — specialists 
for over thirty years in financial, corporate and legal 
printing. 

We're equipped to handle design, printing, binding and 


mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 
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aving grown up with the natural gas industry in the Southwest, 
23-year-old Southern Union now carries forward a full program of 
natural gas service to 55 cities and communities in Texas, New Mexico, 
Colorado and Arizona. 
Day-to-day operations include leasing, development and drilling, the 
production of gas, its compression and transmission by pipeline, and 
its sale and distribution to consumers. In addition, Southern Union 
operates treating and gasoline plants, projects for the underground 
ig job storage of gas, and a peak shaving plant — whatever it takes to pro- 
ialists vide topnotch natural gas service to more than 215,000 customers 
legal ...0f @ population of approximately one million. 
| and 
ssure 





Seutheate Union G.as 
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HELPING BUILD THE GREAT SOUTHWEST 
og g 


_ TEXAS 


es 


C. H. ZACHRY, President Headquarters: DALLAS 
| ' ae 
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THINGS ARE HAPPENING 


in Gas Control 


Two-Stage Flame 
Control 
Temperature modulates 
in 2 stages from high 
to low .. . back to 
high, if necessary, 
to maintain steady. 
even heat. Practically 
eliminates “cold 70." 





Completely Silent 
N 


© apnoying operating 


Single, Compact 
Control 
One-unit installation 
replaces four or five 
controls, with all their 
connections and pipe 
joints. Simple to i 
Instantly Convertible ee 
<«, manual control, 
with 2 kits availab 
for convers 


With GASAPAC 

| , - 
os 

< 


<A OOPG he” Ali: Sevan Pit Natage ee 





Want satisfied gas appliance customers? Make pact control eliminates old-fashioned hookups. 


sure every gas-heater installation is made with Builds customer good will. Provides completely 
the revolutionary Gasapack. This simple, com- silent, safe, dependable operation. 


en's 2 ee ee eee ee for modern gas heating 
A-P CONTROLS CORPORATION 


(Formerly Aut ic Products Company 
2470 N. 32nd Street © Milwaukee 45, Wisconsin ¢ In Canada: A-P Controls Corporation Ltd., Cooksville, Ontario 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Underwriters and Distributors 
of 


Investment Securities 








Union Securities Corporation 
65 Broadway, New York 6 


Telephone: HAnover 2-4800 
BOSTON ° BUFFALO ° CLEVELAND 
HARTFORD ° PHILADELPHIA SYRACUSE 




















CONVERTING to HIGH B.T.U. OILGAS PRODUCTION? 


To facilitate the conversion of carburetted water 

gas plants to the production of high BTU oilgas, 

NATIONAL AIROIL has developed a special heat- 

ing unit. This unit utilizes the NATIONAL AIR- 

OIL heavy-duty S-A-L (Steam Atomizing, large ;: 
capacity) burner. The unit, in the form of a special 

cylinder, fits into the top of the generator to afford 

quick, easy and efficient production of a 1,000 to 

1,050 BTU oilgas. Write for “Making Oilgas in a 

Water Gas Plant.” 


NATIONAL AIROIL BURNER CO., INC. 


Main Office & Factory: 
: + 1334 EAST SEDGLEY AVENUE 
eo == PHILADELPHIA 34, PA. 


This cut shows our special “S-A-L’’ oil burner SOUTHWESTERN DIVISION: 
assembly installed in the coal charging hole at 2512 SOUTH BOULEVARD 
top of generator. Write for information. HOUSTON 6, TEXAS 
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YOU WILL NEED 





Peak Shavin g! 


Wirs these changing times— 
and changing BTU’s—it is well to 
consider the advantages inherent in 
new production processes. 


Natural gas, if it enters your plant and 
distribution system, can and will con- 
tinue to be of great benefit. Then your 
first important consideration will be 
standby facilities. There are Gasmaco 
oil gas processes and other Gasmaco 
methods for this purpose. 


Then, too, you will need equipment 
for peak shaving. The history of con- 
version to natural gas and natural gas 
expansion has been one of phenomenal 
growth—but with an ever increasing 
load factor. Transmission line capac- 
ity is rapidly used up. These and other 
factors lead to PEAK SHAVING. 


The solution: Gasmaco Equipment. 


Ore processes can be adapted 
to your existing water gas sets. Many 
different arrangements are possible, 
dependent upon factors of cost and 
usage. In other cases, complete new 
construction can be justified. 


Any gas as an alternate should match 
natural gas in burning characteristics. 
To accomplish this the process must 
be flexible, efficient. Methods by Gas- 
maco are characterized by quick start- 
up, low oil consumption, good quality 
by-product tar and production of gas 
free of lamp black. Our processes have 
the flexibility and control to tailor- 
make an oil gas with the desired per- 
formance. Light, medium, or heavy 
high carbon oils can be used. 


The gas should be properly 
conditioned—cooled by modern Gas- 
maco scrubbers, then oil scrubbed and 
purified. In many cases, light oil re- 
covery is justified, and profitable. All 
of this plant equipment and auxiliaries 
can be obtained from The Gas Ma- 
chinery Company who has devoted 
fifty years to the service ofyourindustry. 


We invite your consultation on all 
matters pertaining to standby, peak 
shaving, gas interchange, reforming, gas 
conditioning, plant equipment, natural 
gas liquefaction and other problems 
requiring specialized engineering. 


The GAS MACHINERY Company 


CLEVELAND 10, OHIO 


THE GAS MACHINERY CO. (Canada) Ltd., Hamilton, Ontario 
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100 YEARS EXPERIENCE 


working for a better California 






























































On August 31, 1852, P. G. and E. 
was born as the San Francisco Gas 
Company...and soon brought the 
first gas lights to the West. 


The pleasantest memories of our 
first century are those of helping 
Californians live better year after 
year. In homes, in factories and on 
farms, new and increased uses for 















































low-cost gas and electricity have 
helped people live more comfort- 
ably, produce more efficiently. 


During the years to come, too, 
Californians can rely on P.G. and E. 
services doing even more of their 
work ...and bringing them even 
more comforts and conveniences 
at bargain rates. 


‘GC and > 


PACIFIC GAS AND ELECTRIC COMPANY 


Our Centennial Year 





2ee@ reliable name 
in power generati 


GENERATOR 
BY ELLIOTT 


TURBINE 
BY ELLIOTT 


~ 


BY ELLIOTT 


~ 
CONDENSER ~; 1 le 
BY ELLIOTT vies Gy st EMECTORS oie. | oA . | | 
> § ude ‘ , E FS 
é 


STRAINERS 
BY ELLIOTT - 


= motors 
* BY ELLIOTT 


When the major elements in a power generation system bear the trade 
mark of a single builder of dependable reputation, the functioning 
of individual units may confidently be expected to achieve the highest standards 
of performance. Elliott-built equipment, as shown above, is mated 


to attain the utmost in overall operating economy. 


ELLIOTT Company 


JEANNETTE, PA. Plants ot: JEANNETTE, PA. + RIDGWAY, PA. 


AMPERE, N. 3. ¢ SPRINGFIELD, O. +e NEWARK. N J 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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© Pennsylvania Electric Association, Communications Committee, begins meeting, Syracuse, 
V. ¥., 1952 

© Virginia Independent Telephone Association ends 2-day annual convention, Roanoke, Va., 
1952. . 

© Mid-Southeastern Gas Association will hold meeting, Raleigh, N. C., Nov. 20, 21, 1952. 

« 


Southern California Meter Association will hold instrument maintenance course ‘3 
Los Angeles Harbor Jr. Colle ge, Cal., Nov. 20-22, 1952. 





National Association of Railroad and Utilities Commissioners begins annual meeting, 
2. 


Little Rock, Ark., 195 





Alabama- ae peeeenes Telephone Association ends 2-day annual convention, 
Montgomery, Ala., 





=4 


National Reclamation Association begins annual convention, Long Beach, Cal., 1952. 





a 


Pennsylvania Electric Asso., Relay Committee, begins meeting, Newark, N. J.. 1952. 
Nationai Electrical Manufacturers Asso. ends meeting, Atlantic City, N. J., 1952. 





4 


South Dakota Telephone Association ends 2-day annual convention, Sioux Falls, S. 1D. 
5? 





American Society of Mechanical Engineers will hold mecting, New York, N. Y., Nov. 
30—Dec. 5, 1952 





American Water Works Association, Alabama-Mississippi and Florida sections, and 
Florida Sewage & Industrial Waste Asso. begin joint meeting, Pensacola, Fla., Se. 





Edison Electric Institute, Industrial a Committee, begins annual fall @ 
round-table conference, St. Louis, Mo., 2 





American Institute of Electrical Engineers ends 2-day special technical conference on 
recording and controlling instruments, Philadelphia, Pa., 1952. 








American Standards Association begins annual meeting, New York, N. Y., 1952. 
New England Gas Association begins safety conference, Boston, Mass., 1952 
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Courtesy, Gas Appliance Manufacturers Association 
Photo by H. K. Richardson, engineer 





Centuries-old Natural Gas Pipelines 


These short-distance bamboo pipelines still supply gas to brine evaporators 
in Szechwan Province, China. 
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Natural Gas Growth Carries 
Gas Industry to New Heights 


Facing multiple complications growing out of the defense 
emergency, the progress of the gas industry is clearly demon- 
strated by its current record of expansion. Temporary obstacles, 
such as steel shortage, are regarded as challenges rather than 
barriers, as will be seen in this inspiring message. 


By CHARLES E, BENNETT* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


demand for natural gas services, 

the gas industry again will 
achieve new records in 1952. Con- 
servative estimates indicate the gas 
utilities will be serving nearly 26,000,- 
000 customers at the year end, a gain 
of about 5 per cent over the record- 
high level reached last year. Revenues 
from the sale of gas will approach the 
$2.5 billion mark and the volume of 


Sena on by the ever-increasing 


*For additional personal note, see “Pages 
with the Editors.” 
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gas sold to ultimate customers will be 
more than 50 billion therms. If sales 
of gas to other utilities for resale are 
included in the statistics, total reve- 
nues for the gas industry this year 
will be more than $3,250,000,000. 
Customers served with LP-gas num- 
ber more than 6,000,000 in addition 
to those served with city gas. 

As stated above, the tremendous 
expansion of the natural gas branch 
of the industry still continues. Today 
there are more than 18,000,000 cus- 

NOV. 6, 1952 
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tomers being served with natural gas, 
representing more than 71 per cent of 
total industry gas customers. Nearly 
48 billion therms of natural gas will 
be sold in 1952, and revenues from 
natural gas sales should total nearly 


$2 billion. 


HIS important expansion in 

natural gas service has neces- 
sitated a huge construction program 
for the entire gas industry. The 
bureau of statistics recently estimated 
that the nation’s gas distribution and 
pipeline industry will spend about $5.6 
billion for construction of new facili- 
ties and expansion of present plant 
in the 5-year period extending from 
1952 through 1956. Of this total more 
than $5 billion will be devoted to ex- 
panding the natural gas branch of the 
industry. 

Shortages of steel and other ma- 
terials have retarded the growth of the 
nation’s transmission and distribution 
systems somewhat in 1952. It is ex- 
pected that about $1,170,000,000 will 
be spent on natural gas construction 
in 1952 as compared with an all-time 
high of $1,461,500,000 spent in 1951. 
However, barring some drastic change 
in the nation’s economy, it is believed 
that construction expenditures for the 
gas industry in 1953 will again climb 
to a new record of more than $1,681,- 
000,000. 

The Federal Power Commission au- 
thorized construction of nearly 5,800 
miles of natural gas pipeline in 1951 
and about 5,000 additional miles may 
be authorized by the end of 1952. Ap- 
plications for approximately 13,500 
miles have been approved or are pend- 
ing before the commission to date. The 
nation’s natural gas pipeline system, 
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including gathering, transmission, and 
distribution lines, totals more than 
342,500 miles today. 


O UR supply of natural gas continues 
more than ample to meet this 
great and growing demand. The AGA 
Committee on Natural Gas Reserves 
estimated that at the end of 1951 
proved recoverable reserves of natural 
gas were almost 194 trillion cubic feet. 
This represented a gain of 8.2 trillion 
cubic feet over the reserves at the end 
of 1950, despite a record production 
of more than 8 trillion cubic feet dur- 
ing 1950. These estimates include only 
proved recoverable reserves. Some ex- 
perts have estimated that there are 
more than 500 trillion cubic feet of 
natural gas reserves in this country. 
Present fields are being expanded con- 
stantly, while new production and 
drilling methods are bringing in addi- 
tional natural gas in fields believed to 
be depleted or nearly dry. 

The demand for gas house heating 
still exceeds the industry’s ability to 
serve in some areas, with no indica- 
tions of any slackening. The gas in- 
dustry added 1,514,000 new gas 
house-heating customers in the 1951- 
52 heating season and it is estimated 
that the 1952-53 season will bring an 
additional 1,014,000 customers for 
gas house heating. According to 
figures submitted to the AGA Bureau 
of Statistics more than 1,000,000 new 
gas house-heating customers can be 
expected in each of the 1953-54 and 
1954-55 heating seasons. 

The gas industry’s Promotion, Ad- 
vertising, and Research (PAR) Plan 
will complete its eighth year of opera- 
tion at the end of 1952. Contributions 
by member companies of approximate- 
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GROWTH CARRIES GAS INDUSTRY TO NEW HEIGHTS 





Future Gas Sales Prospects 


6¢ 4 PURRED On by the ever-increasing demand for natural gas services, 

the gas industry again will achieve new records in 1952. Con- 

servative estimates indicate the gas utilities will be serving nearly 

26,000,000 customers at the year end, a gain of about 5 per cent over 

the record-high level reached last year. Revenues from the sale of gas 

will approach the $2.5 billion mark and the volume of gas sold to ulti- 
mate customers will be more than 50 billion therms.” 





ly $2,000,000 in 1952 brought the 
total for eight years to more than $14,- 
000,000 


A indication of the faith of 
the gas utility companies in the 
future of their industry is seen in the 
increase of the PAR fund from about 
$1,650,000 in 1951 to more than $2,- 
000,000 in the current year. Approxi- 
mately 50 per cent of this fund goes 
for national advertising to bring the 
story of the supremacy of gas and gas 
appliances to millions of readers of 
prospective users of gas services. This 
advertising is augmented by maga- 
zine, newspaper, radio, and television 
advertising, as well as direct mail ef- 
forts on the part of the gas utilities, 
gas appliance manufacturers, and 
dealers. 

Special promotional efforts spear- 
headed by AGA, such as the Spring 
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Style Show, Old Stove Roundup, and 
other campaigns, have been successful 
this year in overcoming the lethargic 
effect of the buyers’ market which 
existed earlier this year in most dur- 
able goods industries. The entire gas 
industry united behind these drives 
and it is certain that very creditable 
figures in sales of gas appliances will 
be shown at the end of 1952. 

More than $700,000 has been al- 
located this year for research projects 
designed to improve the production, 
distribution, and utilization of gas. A 
considerable part of this fund is de- 
voted to projects destined to improve 
appliance designs and _ functions. 
Natural gas projects are meriting a 
larger share of research funds. 

Natural gas now is being dis- 
tributed in quantities in the metro- 
politan New York area and is reach- 
ing New England in_ increasing 

NOV. 6, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


quantities. There are 39 states now 
receiving natural gas, with the Pacific 
Northwest remaining as the only 
major area in the country not served 
by natural gas pipelines. Applications 
are pending before the FPC for the 
construction of at least one major line 
from the Southwest to bring natural 
gas to the Pacific northwestern states. 
Also there is a possibility of tapping 
the new natural gas fields of Canada 
as a source for new lines to bring 
natural gas to this area. 


| gecescnggees bodies have become 
more aware of the need on the 
part of many gas utility companies 
for increased rates. However, there 
still is considerable delay in obtaining 
action on rate petitions. On July 1, 
1952, there were outstanding before 
the Federal Power Commission, ap- 
plications for a total of $150,000,000 
in increased natural gas rates. This 
figure includes some duplication on 
the part of transmission and distribu- 
tion companies, but is substantially 
accurate. 


Since that date about $14,000,000 
in rate applications has been disap- 
proved, leaving about $136,000,000 
pending. The Federal Power Commis- 
sion has suspended petitions for $81,- 
000,000 of this amount, until these 
applications can be acted upon. An- 
other $35,000,000 in proposed rate 
increases have become effective, but 
under bond, and about $20,000,000 
remained with no disposition having 
been made. 


g™ despite the lag in regulatory 
relief, needed to meet the rising 
costs of gas utility operations, the fi- 
nancial future of the gas industry re- 
mains favorable. This is substantiated 
by the fact that the gas industry ex- 
pects to obtain about 44 per cent of the 
money it needs for its 5-year construc- 
tion program through long-term f- 
nancing, and about 20 per cent through 
the sale of common and preferred stock 
issues, and 36 per cent from internal 
sources. This means that more than 
$3.5 billion will be invested in the gas 
industry in the next five years. 





Haven’t Resigned from the Human Race 


“a. have not resigned from the human race. Neither 
science nor technology nor all the deterministic doc- 


trine inspired by them, nor the despotisms that have tried to 
force that doctrine upon mankind, have succeeded in producing 
a world that can function without our individual powers of 


reason, imagination, and conscience. . . . There is no dialec- 
tical or technological substitute for the creative individual. . . . 
“This is also the truth that the founders of this Republic per- 
ceived and Jefferson proclaimed when he said that morality, 
compassion, and generosity were innate elements of the human 
constitution, capable of cultivation in individuals, and capable 
of transmission to society through individuals.” 
—A. WHITNEY GRISWOLD, 
President, Yale University. 
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Why a PAD Order No. 2— 
And How Long? 


The most controversial emergency regulation by the Petroleum 

Administration for Defense—as far as gas companies are con- 

cerned—is the so-called PAD Order No. 2. This limits the 

number of new space-heating customers that can be attached 

in some Service areas, This article explains the reasons for 

the order, how it is working, and how long tt may be expected 
to remain in force. 


By HOWARD B. NOYES* 
ASSISTANT DEPUTY ADMINISTRATOR, PETROLEUM ADMINISTRATION FOR DEFENSE 


now, but only two decades ago, 
with the nation in the grip of eco- 
nomic paralysis, the gas industry 
seemed to be struggling for survival. 


fe is sometimes difficult to recall it 


There were dour comments, par- 
ticularly in some financial circles, 
about a probable lingering death, 
something like the passing of the car- 
riage industry with the introduction 
of automobiles. More modern and ef- 
ficient ways of heat utilization and 
changing competitive fuel price rela- 
tionships would, many said, eventually 
stifle the industry. 

If the prophets of doom had talked 
only of the manufactured gas indus- 
try trend, they might have had at 
least a small point. In 1932, 8,476,000 


*For additional personal note, see “Pages 
with the Editors.” 
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customers were served with manufac- 
tured gas, more than half of the 
nation’s total of 15,532,000 manu fac- 
tured, natural, and mixed gas cus- 
tomers. But the manufactured gas 
business was barely holding its own. 

The natural gas business, on the 
other hand, went on expanding rapid- 
ly even during the depression years. 
The bulk of the natural gas market, 
however, was relatively close to the 
major gas production areas in the Ap- 
palachian, southwest, and California 
regions. 

It is true that natural gas had just 
been brought to the western Great 
Lakes region through several pipelines 
originating in the Hugoton and Pan- 
handle fields of Kansas, Oklahoma, 
and western Texas. Upon completion 
of those lines, though, construction of 
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long-distance natural gas transmission 
lines came almost to a standstill. Eco- 
nomic conditions were such that they 
did not justify new building, and 
there was little demand for natural 
gas in areas then served by manufac- 
tured gas. 


Ww World War II came a 
change. Extraordinary demand 
by industry for gas to be used in war 
production coupled with rapid deple- 
tion of the Appalachian gas fields 
necessitated construction of a natural 
gas transmission line from Texas to 
West Virginia during the war. And 
once the war had ended, the Big Inch 
and Little Big Inch pipelines, built 
originally to transport crude oil and 
products from Texas to the north- 
eastern Atlantic seaboard, were con- 
verted by the company that bought 
them to the transportation of natural 
gas. From 1941 to 1945 annual natural 
gas sales had increased from 16,358,- 
000,000 therms to 22,563,000,000 
therms, a rise of almost 40 per cent 
in a 4-year period. 

Many had thought war’s end might 
bring an appreciable slackening in the 
demand for gas. It didn’t. When price 
ceilings were removed, the prices of 
the competitive fuels immediately 
went up. Gas, which previously had 
been a premium-priced fuel for many 
purposes, now became a relatively low- 
cost fuel. Almost instantly there was 
a huge demand for gas, particularly 
for home heating and industrial pur- 
poses. 

The end of the war thus witnessed 
the advent of a basic change in the 
character of the gas business—the as- 
cendancy of natural gas as the major 
gaseous fuel throughout almost the 
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entire country. The increased oper- 
ating and capital costs of manufac. 
tured gas caused many manufactured 
gas companies to convert either to 
straight natural gas distribution or to 
the use of natural gas for mixing and 
reforming purposes. By the end of 
1951 the number of customers using 
manufactured gas had dropped to 5,- 
804,000, or less than 25 per cent of 
the national total of gas customers. 


URING the 6-year period 1945 to 

1951 major long-distance gas 
transmission pipelines were con- 
structed from the great southwest 
producing areas to the large industrial 
centers in the North and also to Cali- 
fornia. Gas pipeline construction 
reached its peak in 1950 and 195], in 
each of which over 1,700,000 tons of 
large lines (16 inches and larger) 
were installed. Still the demand for 
natural gas exceeded the capacity of 
the transmission lines. 

The Federal government had con- 
trolled the increased use of natural 
gas during the war years in order to 
insure maximum amounts of gas for 
war industries. In the postwar period 
many gas companies, particularly in 
the northeast quadrant of the country, 
were forced to ask local state regula- 
tory bodies for similar controls. The 
availability of service, particularly to 
new space-heating customers, had to 
be restricted because the demands for 
such service were far beyond the 
capacities of the existing transmission 
lines. Despite the many drastic state 
controls, however, natural gas sales in 
the six years following the end of the 
war in 1945 increased 100 per cent. 

The invasion of South Korea in 
June, 1950, posed new problems. 
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WHY A PAD ORDER NO. 2—AND HOW LONG? 


PON enactment of the Defense 

Production Act of 1950, the 
President created a number of gov- 
ernment defense agencies to help him 
carry out the objectives of this act— 
the mobilization of the vast man- 
power and material resources of the 
United States against the threat of 
foreign aggression. The responsibility 
for mobilization of the gas and oil in- 
dustries was delegated to the Petro- 


| lem Administration for Defense. 


PAD’s role with respect to the gas in- 
dustry is a double one: (1) It acts 
as claimant agency for the industry in 
obtaining and allocating critical ma- 
terials needed for the expansion of the 
industry. (2) It must assure that an 
adequate gas supply is available for 
defense purposes and for essential 
civilian use at the time and at the place 
such gas supply is needed. Neither job 
has been an easy one in the face of 
constantly rising demands for gas. 
In the days since the Korean in- 
vasion the gas industry has required 
large quantities of pipe for the con- 
struction of long-distance transmis- 
sion lines. But large steel pipe takes 
plate steel, and there has been an ab- 
normal demand for plate from the 
military, the atomic energy program, 
and many essential defense industries. 
Tanks, ships, railroad equipment, 
tankers, barges, oil refineries, and oil 


storage and transportation—all need 
plate, and so all are in direct competi- 
tion with the unabated requirements 
of the gas industry for pipe. 


n 1952 the tonnage of large steel 

pipe (16 inches and larger) allo- 
cated to the gas industry will amount 
to approximately 700,000 tons as 
against the 1,700,000 tons used in 
1951. This decrease in the amount of 
pipe available does not mean a _ cor- 
responding reduction in the expansion 
of the natural gas industry. In fact 
the 1952 allocation has substantially 
supplied all the pipe requirements sub- 
mitted to PAD by transmission com- 
panies. Construction has been slowed 
in 1952 because, among other reasons, 
pipeline operators in some cases have 
had difficulty in getting additional re- 
serves of natural gas for transport. 
The supply of gas has been expanded 
by such methods as the installation of 
substantial blocks of compression 
power on a number of existing pipe- 
line systems to bring them up to their 
economic transmission capacity. 

Even with the expansion, though, 
supplies are not sufficient to satisfy 
full unrestricted demand, and they 
have not been for a long time now. 
When the gas division of PAD was 
organized in early 1951, it was im- 
mediately confronted with this prob- 


e 


“THE end of the war . . . witnessed the advent of a basic 
change in the character of the gas business—the ascendancy 
of natural gas as the major gaseous fuel throughout almost 


the entire country. The increased operating and capital costs 
of manufactured gas caused many manufactured gas com- 
panies to convert either to straight natural gas distribution 
or to the use of natural gas for mixing and reforming pur- 
poses.” 
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lem. During severe cold spells in the 
winter of 1950-51 many important 
defense industries, particularly in the 
Appalachian area, had been forced to 
shut down for a number of days be- 
cause the supply—even with peak- 
shaving and the use of industrial 
stand-bys—was not equal to the total 
requirements. It was up to PAD to see 
that there was no repetition of this 
situation with its dislocation in the 
production of essential defense ma- 
terials and the attendant unemploy- 
ment. 


Ix the early summer of 1951 it be- 
came gravely doubtful that suffi- 
cient steel pipe would be available for 
completion of some long-distance 
natural gas transmission pipelines on 
which work either had begun or was 
scheduled to begin shortly. Particular- 
ly in the Appalachian area, then, it 
seemed probable that if demand were 
not somehow restricted, so great a load 
would be thrown on the supply-short 
gas utilities that service not only to 
essential defense industry but also to 
some household customers would have 
to be interrupted on the winter peak 
days. 

After careful analysis of this prob- 
lem and full discussions of it with the 
Gas Industry Advisory Council, rep- 
resentatives of the Federal Power 
Commission and state regulatory com- 
missions, and appliance manufactur- 
ers and dealers, PAD issued Order 
No. 2. 

This order restricted the addi- 
tion of large-volume customers and 
new space-heating installations in 15 
states and the District of Columbia, 
all located in the northeastern part of 
the country. Since the order became 
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effective, August 22, 1951, eight state 
commissions have availed themselves 
of the privilege extended by the Bow 
Amendment to the Defense Produc- 
tion Act to remove themselves from 
its limitation provisions by certifying 
to the President that they are restrict- 
ing the use of natural gas to the ex- 
tent necessary to accomplish the ob- 
jectives of the act. The limitation pro- 
visions of the order—amended since 
it was first issued—are now effective 
only in those parts of Michigan served 
with gas supplied wholly or partly by 
the Michigan-Wisconsin Pipe Line 
Company and in Connecticut, Dela- 
ware, the District of Columbia, Mas- 
sachusetts, New Jersey, New York, 
and Rhode Island. 


| general the natural gas industry 
met no major difficulties in supply- 
ing customers during the winter of 
1951-52. The weather contributed 
substantially to this situation in that 
the coldest weather in the East last 
winter came on a December week end, 
when a substantial block of industrial 
load was off the lines and Appalachian 
underground storage reserves were 
practically at a peak. Credit for al- 
leviating what otherwise might have 
been a serious gas shortage must also 
be given the industry. The pipeline 
companies through almost heroic ef- 
forts expedited completion of some 
badly needed transmission pipelines, 
and a number of operating companies 
entered into temporary exchange ar- 
rangements that let them put more gas 
in underground storage than previous- 
ly had been thought possible. But the 
restrictions of PAD Order No. 2— 
and of various state regulations— 
played their part, too, in getting the 
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Importance of the Regulatory Attitude 


oe of the industry’s problems requires a co-operative and 

understanding attitude on the part of Federal agencies, the state 

regulatory bodies, the natural gas producers, the pipeline companies, 

and the distributing utilities. New approaches to the problem of bring- 

ing supply and demand into early balance must be found if the industry 

is to meet its basic obligation as a public utility to render adequate 
service to all its customers.” 





defense industries and other gas users 
through the winter. 

In retrospect it can be said that a 
primary salutary effect of PAD Order 
No. 2 was a sharpening of the aware- 
ness by the state commissions, the gas 
companies, and the gas customers of 
the fact that the problem of natural 
gas supply is not purely of local or 
state character but has attained re- 
gional and national proportions. The 
provocative discussion that attended 
the issuance of the order could not 
fail to have this result. 


[’ is a basic PAD policy not to con- 
tinue any agency order or directive 
beyond the point at which it is re- 
quired by the defense mobilization 
program. In line with that policy PAD 
staff members discussed with the Gas 
Industry Advisory Council in March, 
1952, the questions of continuance of 
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the order, its possible modification or 
revocation. Following that meeting a 
special committee of the council ap- 
pointed to study the problem recom- 
mended (1) that the order be kept in 
effect, (2) that it be rescinded as early 
as conditions permit, and (3) that cer- 
tain provisions of the order be liberal- 
ized. 


HE future status of Order No. 2 
was also discussed at a meeting of 
representatives of the state regulatory 
commissions in the Appalachian and 
New England areas, including those 
that had certified under the Bow 
Amendment. The majority of these 
commissions, too, concluded that the 
basic provisions of the order should 
be left substantially intact. 
Consequently, on August 22, 1952, 
PAD issued its amended Order No. 
2, liberalizing some provisions in 
NOV. 6, 1952 
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recognition of the increased supply of 
natural gas available to the area in 
which the limitations of the order 
apply. 

PAD Order No. 2 provides for 
modification of its limitation phases 
for any gas companies that can demon- 
strate they have an adequate supply of 
gas available to serve proposed new 
large-volume or space-heating loads. 
Since early 1952, PAD has not denied 
any requests for modification to en- 
able a gas company to meet its ex- 
pected load growth or to extend space- 
heating service to the number of new 
customers specified by the company 
in its application. This situation does 
not mean that PAD is administering 
the order loosely. It simply reflects 
the fact that the natural gas supply in 
many areas has greatly improved; the 
applicant company in every case has 
been able to demonstrate its ability to 
handle the new loads. 


C" is the intention of PAD to rescind 
this order just as soon as it becomes 
apparent that the order makes no sub- 
stantial contribution to the gas indus- 
try’s ability to serve the defense 
mobilization program. 

That statement does not mean that 
the order will be retained until gas 
supply is in full balance with gas de- 
mand. There were natural gas short- 
ages that necessitated state and local 
restrictive orders even before PAD 
was set up in business. Undoubtedly 
such shortages will continue for some 
time, making necessary a continued 
control on the growth of the market 
in certain areas. But the PAD restric- 
tion order is not an instrument to re- 
lieve regulatory agencies and gas com- 
panies of their normal responsibilities 
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and obligations. That order takes its 
justification from defense demands, 
and from defense demands alone. 

There are many problems facing 
the natural gas industry in its efforts 
to meet the ever-growing requirements 
of its customers—how to get addi- 
tional gas reserves, how to get pipe for 
transmission lines, how to finance a 
large number of projects, what may 
be the actions of regulatory commis- 
sions on rate and certificate cases. 
These problems are extremely com- 
plex and not subject to easy solution. 
In any consideration of the subject, 
though, one factor should remain 
paramount: There is still a large po- 
tential demand for gas service in many 
areas that has not been met by the in- 
dustry, and that demand must be 
satisfied. 


eg have recently been made by 
PAD of estimates of future de- 
mand furnished by about 200 gas com- 
panies whose sales comprise over 90 
per cent of the nation’s total. Accord- 
ing to those estimates, the potential 
natural gas sales in 1955 will be 40 
per cent above sales in 1951. 

On the recommendation of PAD 
the Defense Production Administra- 
tion has approved a gas utility indus- 
try expansion goal for 1953 to permit 
at least a start in meeting this increas- 
ing demand. The goal calls for the 
laying in 1953 of 7,200 miles of large 
pipe (16 inches and larger) and 17,- 
700 miles of small pipe. The 7,200 
miles of large pipe are considered 
equivalent to approximately 1,500,- 
000 tons of steel. Thus if the industry 
is able to obtain required materials 
and can successfully resolve all other 
project difficulties, the 1953 construc- 
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tion of new transmission lines would of Federal agencies, the state regula- 
almost equal that of the peak years of _ tory bodies, the natural gas producers, 
1950 and 1951. the pipeline companies, and the distrib- 
uting utilities. New approaches to the 

Ms more than materials is in- problem of bringing supply and de- 
volved in the necessary expan- mand into early balance must be found 

sion, however. Solution of the indus- if the industry is to meet its basic 
try’s problems requires a co-operative obligation as a public utility to render 
and understanding attitude on the part adequate service to all its customers. 





Natural Gas Pipelines (See Frontispiece) — 
3,000 Years Ago and Today 


Brecon of natural gas through pipelines isn’t as new 
as one might suppose. Nearly 3,000 years ago the Chinese 
drilled gas wells to depths of several thousand feet, using bamboo 
drill pipe and hand-wrought iron drilling bits. The problem of 
transmitting the gas was solved by piping it through hollow 
bamboo rods. The centuries-old short-distance bamboo pipelines, 
pictured in the frontispiece, still convey gas to brine evaporators 
where it is used as fuel in dehydrating the brine and making salt. 
Although the history of natural gas as a servant of mankind 
dates back so far, it is only within the past few years that long- 
distance, big-diameter gas transmission lines have become a 
reality. These lines are a far cry from the ancient bamboo tubes. 
Rather than short stretches of painstakingly fitted lengths of 
dried vegetation laid on wooden framework and looking like 
overgrown fishing poles, giant steel arteries are today’s carriers 
of gas which is transported thousands of miles to delivery points. 
Heavy-gauge pipe, up to 34 inches in diameter, is used in 
constructing modern transmission lines which can handle pres- 
sures of more than 800 pounds per square inch with ample safety 
margins. Technical advances such as new welding techniques, 
coating and wrapping operations, and rigid inspection of welds 
by X-ray are utilized in assembling sections of pipe into complete 
stretches. Unlike the Chinese salt makers’ network of bamboo 
lines, through which gas flows in comparatively small volume 
from near-by wells, our nation’s long-distance transmission lines 
must deliver billions of cubic feet of natural gas to supply 
increasing demands of household and industrial consumers. 
Most of today’s pipelines are laid underground, and an ob- 
server looking for outcroppings of Texas Eastern’s transmis- 
sion lines would see very little of them, His views of the big 
pipes would be confined mostly to compressor station sites. 
Wherever the lines appear, however, one is impressed by the 
massiveness of the pipelines which carry natural gas from the 
Southwest to eastern delivery points, visible testimony of the 
spectacular development of gas transmission during the past 
few years. 
—From spring, 1952, edition of “The Inch,” published 
by Texas Eastern Transmission Corporation. 
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Is FPC Gas Cost Allocation | 
Equitable? 


Should a pipeline company’s interruptible consumers bear a 
substantial portion of the cost of fixed charges incurred in serv- 
ing firm customers? Peculiarities of pipeline allocation have 
been the subject of recent FPC decision discussed in this article, 


By LARRY SHOMAKER* 
VICE PRESIDENT, NORTHERN NATURAL GAS COMPANY 


mission substitute “informed 

judgment” for the facts in the 
determination of cost of service of the 
natural gas pipeline? 

This is apparently what it has done 
in recent rate cases. 

Almost seven years have passed 
since the Federal Power Commission 
first appeared to be departing some- 
what from recognized cost standards 
in its determinations of the cost of 
service of a natural gas pipeline com- 
pany subject to its jurisdiction. In 
that first instance the United States 
Court of Appeals reversed the opin- 
ion and remanded the case to the 
commission as to its allocation of 
costs. Now, the commission, in these 
four recent cases, involving rate ad- 
justments of natural gas pipeline com- 
panies, is again attempting to substi- 


tm the Federal Power Com- 


*For additional personal note, see “Pages 
with the Editors.” 

1 Mississippi River Fuel Corp. vw. 
(1947) 69 PUR NS 129, 163 F2d 433. 
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tute its “informed judgment” or 
“equity” for the facts in the alloca- 
tion of costs.* Thousands of pages of 
testimony, hundreds of exhibits, and 
numerous witnesses dealt with the 
problem of the total cost of service in 
these cases—for both sales subject and 
those not subject to the jurisdiction of 
the commission — particularly the 
items of depreciation, operating ex- 
penses, taxes, and return. Addition- 
ally, there was considerable detailed 
testimony with respect to the portion 
of such total costs relating only to 
sales subject to the jurisdiction of the 
commission. The commission, how- 
ever, chose to exercise its judgment in 
this allocation process in a manner 
this writer believes to be at variance 
with recognized and accepted prin- 


2QOpinion No. 225, Re Atlantic Seaboard 
Corp. Docket Nos. G-1384 and G-1175; Opin- 
ion No. 228, Re Northern Nat. Gas Co. 
Docket Nos. G-1382, G-1533, and G-1607; 
Opinion No. 234, Re Mississippi River Fuel 
Corp. Docket No. G-1641; and Opinion No. 
235, Re Colorado Interstate Gas Co. Docket 
No. G-1115. 
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ciples of cost allocation to the extent 
that the apparently mathematical ex- 
actness of the final answer reached by 
the commission is actually an illu- 
sion. 


yi; process has all the attributes 
of “the hand being quicker than 
the eye.” Taken in slow motion, how- 
ever, the transition from fact to judg- 
ment becomes clear in the following 
three brief excerpts from Opinion No. 
225 in the Atlantic Seaboard Case 
We are unable, however, to accept 
the premise that merely because cer- 
tain costs do not vary with use they 
automatically become in toto demand 
or capacity costs. (Op. 225, page 20.) 
. It follows that reasonably ac- 
curate results can be achieved only by 
allocating fixed expenses flowing from 
the capital outlay to both operating 
functions, viz., capacity and volume. 
(Italics supplied.) (Op. 225, page 
21.) 


The determination of how much of 
the fixed costs is assignable to each 
function, demand or volume, involves 
judgment. (Italics supplied.) (Op. 
225, page 23.) 

Thus, a cost which does not vary with 
volume is none the less partially 
(usually 50 per cent) considered a 
volumetric, variable cost. It then be- 
comes necessary for the commission 
to rationalize how much of a fixed cost 
should be transformed into a variable 
cost. The common flip of the coin or 
the usual 50-50 split was the result and 
labeled “informed judgment” or 
“equity.” How much farther can one 
get from the facts? The judgment 
exercised by experts in the field of cost 
allocation is not how much of a fixed 
cost should be called a volumetric 





Opinion No. 225, Re Atlantic Seaboard 
Corp. Docket Nos. G-1384 and G-1175. 
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cost, but how much of a cost that is 
actually partially fixed and partially 
variable is actually fixed and variable, 
respectively. One is the exercise of 
judgment in the distortion of the facts 
and the other is the exercise of judg- 
ment as to the facts in the absence of 
exact knowledge. 


peers if the Federal Power 
Commission is determining its 
results in rate considerations by its 
“informed judgment,” then certainly 
the natural gas industry is confronted 
with a very serious problem. In fact, 
the Natural Gas Industry Committee 
in its brief and recommendations to 
the commission in the Natural Gas 
Industry Investigation, Docket No. 
G-580, called attention to the fact that 
the method unfairly burdened the 
business not subject to the commis- 
sion’s jurisdiction.* Subsequently, the 
subject was one of those sought to be 
clarified in proposed amendments to 
the Natural Gas Act in the first ses- 
sion of the 80th Congress. In this 
connection it is significant to note that 
in the discussion of the problem of 
long-distance transportation of nat- 
ural gas and particularly the impor- 
tant relationship of price and cost of 
gas in the market areas, the Smith- 
Wimberly report in the Natural Gas 
Investigation, Docket No. G-580, did 
not adopt these departures in method 
in the allocations made therein.® 


4 Brief and recommendations of Natural Gas 
Industry Committee, before the Federal Power 
Commission, Docket No. G-580, page 31. 

5 The Smith-Wimberly report notes, how- 
ever, that the cost behavior analysis used “is 
not to be confused with appropriate cost allo- 
cations for rate-making purposes.” Why there 
should be a distinction between a cost alloca- 
tion for rate-making purposes and for the pur- 
pose of analyzing basic and long-term regula- 
tory and economic problems of the industry, 
is not explained. 
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That the departure of the commis- 
on from the facts in its cost alloca- 
tions leads to inequitable results has 


already been commented upon by the 
si natural gas industry. This is also 


clear from an analysis 
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opinions. For example, in Opinion 
No. 234, Mississippi River Fuel Cor- 
poration, it is found that the differ- 
ence in the average cost of service ob- 
tained by the commission between firm 
and interruptible direct sales is about 
three-fourths cent per MCF, or 4.5 per 
cent. The evidence shows (Exhibit 
77) that the firm customers received 
practically 100 per cent of their re- 
quirements every month of the year, 
whereas the interruptible customers 
were substantially curtailed seven 
months of the year, and in December, 
1950, received only 34 per cent of 
their requirements for gas during that 
month. Certainly, no one familiar 
with the cost of transporting gas 
would contend that the cost of provid- 
ing such transportation on a firm basis 
is only 4.5 per cent more than for the 
customers for whom no firm capacity 
is provided and who must get off the 
line and have their service curtailed 
or discontinued on numerous days of 
the year to insure gas for the firm cus- 
tomers. If prices were based on such 
costs, no one would take interruptible 
service and then the true cost of firm 
service would immediately become ap- 
parent when the pipeline attempted 
to meet such demands by the invest- 
ment of millions of dollars in addi- 
tional pipeline capacity. 


AS a further example of the in- 
equitable results of the commis- 
sion’s allocation process, in Opinion 
No. 228, Northern Natural Gas Com- 
pany, the allocation of the commission 
resulted in a higher average cost of 
gas to communities in the Hugoton 
gas field area in Kansas than to other 
communities along the line, some of 
which are over 800 miles away. Also, 
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in this case, the commission found that 
the total cost of service for the deliv- 
ery of approximately 193 billion 
cubic feet was almost $38,000,000, or 
19.67 cents per mcr. After the allo- 
cation process the average allocated 
cost of service for sales subject to its 
jurisdiction is 19.95 cents per MCF. 
Thus, there is only a difference of 
about one-fourth cent per mcr from 
the results that would have been 
achieved if no allocation of costs had 
been made and all customers’ costs 
had been computed on a straight aver- 
age or volumetric cost basis. The 
commission staff introduced an alloca- 
tion on an average cost per MCF basis 
but did not recommend its use. The 
commission apparently ignored that 
method entirely. Yet the commission 
came out with nearly the same result 
through a much more detailed and 
complicated process. This raises the 
serious question of whether a method 
of allocation can be just and equitable 
which yields almost the same results as 
a method that is claimed to be in- 
equitable. 


M*% industries and commercial 
establishments have similar load- 
factor problems of a daily or seasonal 
nature. The cost of providing addi- 
tional rides to be used by an owner of 
a weekly pass on a streetcar or bus is 
practically negligible. Airlines, hotels, 
and others provide off-season service 
at substantially reduced rates. A 4.5 
per cent price differential in such in- 
stances would be ludicrous, of course. 
Yet, these customers receive a higher- 
grade service than the interruptible 
gas customer. The winter guest at a 
summer resort hotel is not obligated 
to give up his room if the summer 
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Industrial Peter versus Residential Paul 


<4 HE large industrial interruptible load is becoming less and less 

competitive in relation to other fuels. The price of natural gas 

to interruptible customers, as a result of this expansion at higher costs, 

is rapidly reaching these competitive levels in some areas. How long 

these interruptible customers will continue to take natural gas at prices 

requiring the subsidization of the house-heating market is a serious 
question.” 





guest should decide to come back for 
a day or week or two. The airline 
passenger at reduced rates is not re- 
quired to wait for a seat made vacant 
by full fare passengers or to give up 
his seat when he has compieted half 
his trip because a full fare passenger 
came along. Yet, such is the inferior- 
ity of service to the interruptible gas 
customer. If these industries were 
forced to price their services in ac- 
cordance with costs developed by the 
method of allocation used by the Fed- 
eral Power Commission, the result 
would be obvious. There would be 
few if any off-peak users and the cost 
of on-peak service would thereby be 
materially increased. 


HE problems and issues involved 
in the cost allocations for natural 
gas companies are somewhat compli- 
cated. The problem is important for, 


NOV. 6, 1952 


as the court pointed out,® “Since the 
classification of items of cost was the 
direct control over the amount includ- 
ed in the costs of regulated sales, the 
commission could not be arbitrary in 
that classification, any more than it 
could be in a simple refusal to include 
a proper cost.” It is not possible in the 
short space of this article to review 
the testimony and exhibits on the sub- 
ject even in any one of the four recent 
cases. In the Northern Natural Gas 
Case the subject occupied over 1,100 
pages of transcript and 37 exhibits. In 
the Mississippi River Fuel Case there 
were almost 950 pages of testimony 
and 29 exhibits. It is proposed, there- 
fore, to comment only upon the major 
departures of the commission in its 
recent orders and the probable impact 
upon the natural gas industry. 


6 Mississippi River Fuel Corp. v. FPC, 163 
F2d 433. 
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As early as 1896, W. J. Greene’ 
proposed that for cost determinations 
the total cost of service be divided into 
three groups: demand, commodity, 
and customer. For a natural gas pipe- 
line company, customer costs are 
minor and accordingly there are only 
two principal cost categories ; namely, 
demand and commodity. This process 
of segregating total costs is frequently 
referred to as the classification of 
costs, the first steps in the allocation 
process. The same segregations are 
almost universally used today by rate 
experts in the utility field. Since that 
early date, there has been little con- 
troversy as to what costs are fixed and 
belong in the demand category and 
what are variable and belong in the 
commodity category. Considerable 
difference has existed, however, as to 
the proper basis of allocating costs that 
are properly fixed or demand costs, 
which is the second and a distinctly 
different step in the allocation process. 
In fact, from time to time, various 
methods for allocating the demand 
costs have been proposed.® 


Cc remained, however, for the Fed- 
eral Power Commission in 1945 to 
shock some experts, including its own 
staff witness ® by claiming that a 100 
per cent fixed cost, such as deprecia- 
tion, should not be classified as a 100 


on Electrical World, February 29, 1896, page 

8“Allocating Capacity Costs,” by W. J. 
Greene, Electrical World, May 29, 1926, page 
1190. “Proposed Allocation of Demand Costs,” 
by H. W. Hills, Electrical World, January 29, 
1927, page 249. “The Complete Peak Method,” 
by John Oram and H. H. Robison, Electrical 
World, August 25, 1928, page 359, and many 
others that could be cited. 

® Since the first Mississippi River Fuel Cor- 
poration Case, this same staff witness has 
adopted the commission’s views. 
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per cent demand cost. Thus, the very 
cornerstone of the entire cost alloca- 
tion process was removed. Yet, the 
commission continued to construct 
framework for its decisions on the 
apparent basis that their process still 
had a foundation. The reason why a 
cost which is 100 per cent variable re- 
mained a 100 per cent commodity cost, 
but one that was 100 per cent fixed 
must be split 50 per cent as fixed (de- 
mand) and 50 per cent variable (com- 
modity), has never been explained sat- 
isfactorily. When the commission 
first departed from the accepted 
method, as already noted, the court 
reversed and remanded the case. The 
court stated : 


... Where, as here, the commission re- 
jects all formulae used in the testi- 
mony and those heretofore followed 
by it and the courts, the nature of the 
new proposal must be clear enough for 
the courts to exercise the function of 
review imposed on them by the 
statute.° 


Actually, no new reasons for the 
departures are given in the present 
series of commission opinions. The 
formula used is still a nameless one 
without any definition of factors and, 
accordingly, is not a method but mere- 
ly a theory or process imposed on nat- 
ural gas companies by administrative 
fiat. The record now contains testi- 
mony by a commission staff witness 
which was absent before in support of 
the commission’s first Mississippi 
Case departures. The commission in 
its opinions does not really rely on 
such testimony but advances essen- 
tially the same reasons it gave in the 
first case. For example, in the first 


10 Mississippi River Fuel Corp. v. FPC 
(1947) 69 PUR NS 129, 163 F2d 433. 
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Mississippi Case, the commission 
stated : 
. . . Surely the customers interrupted 
only a few days a year should not re- 
ceive free use of the pipeline with the 
result that the customers served during 


the peak period pay all those costs." 


And now, in the most recent case, 
the commission states : 

. .. Conceivably under such an alloca- 
tion large quantities of natural gas 
could be sold to industrials 360 days 
of the year and interrupted on five or 
so peak days, and such gas would bear 
none of the costs incurred in construct- 
ing the pipeline facility.” 


Sh commission chose the Atlantic 
Seaboard Case to expound its 
departures, although the cost of inter- 
ruptible service was not even involved 
in that case. Yet, in subsequent cases, 
where the cost of interruptible service 
is a major factor, the commission re- 
fers to its statements in the Atlantic 
Seaboard Case. Thus, not only does 
the commission use the same reason- 
ing in these subsequent cases again 
but it fails to recognize an important 
change in facts brought about by the 
elapsed seven years. 

For example, on the Mississippi sys- 


11 Re Mississippi River Fuel Corp. (1945) 4 
FPC 340; 63 PUR NS 89. 

12 Opinion No. 225, Re Atlantic Seaboard 
Corp., page 21, mimeographed copy. 
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tem interruptible customers receive 
very inferior service and are now cur- 
tailed extensively. This same situa- 
tion prevails in the case of Northern 
Natural Gas Company as shown by 
the exhibit which the writer intro- 
duced before the commission in 
Docket No. G-1881 and which is re- 
produced here (page 682). Seven 
years ago interruptible customers on 
most, if not all, natural gas pipeline 
systems had their service discontinued 
much less extensively than today and 
in the first Mississippi River Fuel 
Case the record showed that such cus- 
tomers were rarely curtailed. 


i’ the present series of opinions much 
is made of the fact that demand 
and commodity are both important 
cost elements. Certainly this is noth- 
ing new. It has been known at least 
since 1896. Emphasis is also placed 
on the fact that judgment is required 
in the allocation of costs and that it is 
not an exact science. This likewise is 
a known fact of long standing. But, 
the judgment required is that neces- 
sary to determine what part of cer- 
tain cost elements are fixed and what 
part variable, what peak period to use 
and what cost zones, if any, should be 
established, and not that of judging 
how much of a known fixed cost 


domestic users, and is in short supply in many market areas. 


q “NATURAL gas today is a bargain fuel, particularly to the 


In some areas it has been necessary to restrict the use of gas 
for house heating by prohibiting or limiting the number of 
additional new house-heating customers. Underpricing this 
service below its real cost at the wholesale level will, of 
course, greatly increase the market pressure for such 


service.” 
NOV. 6, 1952 
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should be classified as variable. Fur- 
ther, it will be found that the commis- 
sion in its recent opinions relies heav- 
ily upon the generally accepted 50-50 
split between demand and commodity 
for return to support a similar 50-50 
split for other costs. However, as to 
return, the court held that its equal dis- 
tribution between demand and com- 
modity “is an established treatment of 
this item.’* Such cannot be said with 
respect to the other items to which the 
commission would now apply the 
same reasoning. In fact, just the 
opposite is true. 


AS a matter of fact, the present 
method of the commission is 
based on some sense of “equity” — 
that to do otherwise would permit nat- 
ural gas companies too much profit on 
sales over which Congress denied the 
commission the right to regulate such 


profit. As one well-known economist 
observed in discussing the subject of 
cost allocation : 


There is, in fact, hardly any limit 
to the number of plausible solutions 
that can be suggested. Equity from 
which they mostly start, will support 
anything. 

Cost is therefore a function of 
change. It can be found only by in- 
quiring how expenditure is altered if 
output is altered. Once we start from 
this point only one solution is possible, 
that which corresponds to the facts of 
change, and all others must be re- 
jected." 


That “equity” is a result and not a 
method of cost allocation was also 
testified to by E. L. Fischer, a rate ex- 


18 Mississippi River Fuel Corp. v. FPC 
(1947) 69 PUR NS 129, 163 F2d 433. 

14W. Arthur Lewis, professor of economics, 
University of Manchester—“Overhead Costs,” 
i 46, 47. George Allen and Unwin, Ltd. 
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pert for certain of the interveners in 
the Northern Case, in commenting 
upon the allocation of the commission 
staff witness : 


It has been my experience that 
equity is best obtained by hewing to 
the facts, as closely as facts can be de- 
termined, rather than individual judg- 
ment of what equity is, or what proper 
equity should be.'® 


This comment applies equally to the 
opinion of the commission because it 
adopted or rephrased the testimony of 
the staff witness in practically all par- 
ticulars. 


it is not proposed herein to argue the 

merits of the issues involved in the 
allocations presented in the recent 
cases before the Federal Power Com- 
mission. If one or more of these cases 
is taken to the courts it may be expect- 
ed that the courts will decide whether 
“equity” is a result or a method of 
cost allocation. However, in the 
meantime, the impact of the commis- 
sion continuing the procedure of sub- 
sidizing firm service, resold primarily 
to domestic, commercial, and small in- 
dustrial customers, at the expense of 
the returns from large-volume inter- 
ruptible industrial sales, may have far- 
reaching effects on the natural gas 
industry. 

Natural gas today is a bargain fuel, 
particularly to the domestic users, and 
is in short supply in many market 
areas. In some areas it has been nec- 
essary to restrict the use of gas for 
house heating by prohibiting or limit- 
ing the number of additional new 
house-heating customers. Underpric- 
ing this service below its real cost at 


15 Re Northern Nat. Gas Co. Docket Nos. 
G-1382, G-1533, and G-1607. (Tr. 4118.) 
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the wholesale level will, of course, 
greatly increase the market pressure 
for such service. This forces pipeline 
companies in their efforts to meet 
public demands to build substantial 
capacity increases at costs much high- 
er than existing capacity. Many mil- 
lions of dollars are thus invested in 
pipelines, compressor stations, and 
storage facilities in order to supply a 
bargain fuel below cost and at low 
load factor to this stimulated demand. 
Likewise, the same situation prevails 
with respect to the necessary invest- 
ment by the companies distributing 
the gas to the ultimate user. 


HE large industrial interruptible 

load is becoming less and less 
competitive in relation to other fuels. 
The price of natural gas to interrupti- 
ble customers, as a result of this ex- 
pansion at higher costs, is rapidly 
reaching these competitive levels in 
some areas. How long these inter- 
ruptible customers will continue to 
take natural gas at prices requiring the 
subsidization of the house-heating 
market is a serious question. What 
would happen if the pipeline lost the 
interruptible load? In the case of 
Mississippi River Fuel Corporation, 


even at present cost levels in accord- 
ance with the allocation of the com- 
mission, the rates for firm service to 
distributing utilities would be in- 
creased by not less than 30 per cent to 
cover the return, taxes, and deprecia- 
tion alone borne by the interruptible 
customers. Such an increase would be 
in addition to rapidly increasing costs 
of gas purchased in the field by pipe- 
line companies and increasing costs of 
operation. Under such circumstances 
it is conceivable that some house-heat- 
ing customers may find natural gas no 
longer a bargain fuel. 


F  yisaner- the commission is 
charged with a public responsibil- 
ity to the ultimate consumer, it would 
appear on the surface that the latest 
cost allocation process used by it un- 
duly favors the ultimate residential 
consumers, particularly the house- 
heating customers. However, it also 
appears that, over the long run, if the 
commission continues on this road, 
time will show that the best interest of 
the domestic consumer has not been 
served. 

In the long run, the best interest of 
the entire public is served by prices 
based on sound economic principles. 





A Good Engineer Can Wreck Anything 


DOCTOR, an architect, and a politician were in a discussion 
as to which was the oldest profession. 

“Certainly mine is the oldest profession,” said the doctor. 
“You read in the early part of Genesis that a rib was taken from 
Adam to make woman—that’s surgery.” 

“But even before that,” replied the architect, “the Bible tells 
us that out of darkness and chaos order was created—that’s 


architecture.” 


“Oh yeah,” replied the politician. 
“You've proved my point—who created the chaos?” 
—Excerpt from “Safety News Letter.” 
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The Care and Feeding of 
Corporate Stockholders 


The attitude of corporate management towards stock- 

holders may vary with the corporation and the type 

of stockholders. Here are timely tips on how to treat 

the more sophisticated investment groups—analysts, 
banks, insurance companies, etc. 


By DALE PARKER* 
SECRETARY, COLUMBIA GAS SYSTEM, INC. 


DECADE or so before the turn of 
A the century, Charley, a young 
“candy butcher” on the Great 
Northern Railroad, dropped off his 
train at a small midwestern town, 
liked it, quit his job, and started a lit- 
tle business for himself. 

He prospered. A few years later he 
was in a position to join with two 
other men to buy the town’s flour mill. 
They formed a stock company. They 
sold some of the stock to the town’s 
most prominent lawyer, a banker, the 
leading merchant, a jeweler, and the 
hotel proprietor. They hired a head 
miller, a bookkeeper, and a salesman 
and went into the business of milling 
the durum wheat grown on the sur- 
rounding prairies. 

Whenever a business crisis arrived 
—as it often does in the milling busi- 


*For additional personal note, see “Pages 
with the Editors.” 
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ness—Charley would step into Elmer’s 
bank, call at Pete’s law office, stop at 
the big general store and the jewelry 
shop. In the waning hours of the day, 
at the corner table in the coffee shop, 
the milling company would hold a 
stockholders’ meeting. 

Occasionally, when one or another 
couldn’t make the meeting, he would 
say: “I’ll go along with whatever Pete 
says,” or “Elmer can vote for me.” 
That was all the proxy needed. 


N the end of the year, when the 
books were closed, Charley and 
the other stockholders would meet 
somewhat more formally in the con- 
ference room in Elmer’s bank. 

There were no stockholder opinions 
that could not be expressed openly in 
meeting; there were no differences 
that could not be talked out face to 
face. 
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In short, there were no_ stock- 
holder relations problems. 

Today, it is different. 

Charley’s milling company is now 
owned by 10,000 stockholders — who 
also own all the other plants and 
properties of a huge, far-flung food- 
processing corporation. 

The history of the milling company 
started by Charley and Elmer and 
Pete is no different from the histories 
of scores of public utilities started by 
a few enterprising men when the need 
for a public service became apparent 
in their home towns. The electric 
company that started with one 1,000- 
kilowatt steam-driven generator is 
now part of a system that serves an 
entire state. The town whose gas- 
works were once owned by a single 
family is now served by a natural gas 
system that brings the town its fuel 
from a thousand miles away. 

The owners of today’s utilities are 
numbered in the scores of thousands 
—spread all over our land and in 
many others. 

The managements of today’s utili- 
ties, in common with the manage- 
ments of other large corporations, 
cherish the good opinion of their 
thousands of stockholders. 

The question is, how do you get it? 


| hs far too many years, manage- 
ment held aloof from intimate and 
friendly contact with the people who 
furnished the money to put or keep 
the company in business. 

In what might be called the Dark 
Ages of stockholder relations, the at- 
tention paid to an inquiring stock- 
holder was meted out in proportion to 
the number of shares he held. Far 
more concern was shown for the hold- 
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ers of mortgage bonds than for one 
of the actual owners of the company 
property. 

If a stockholder had the temerity to 
appear uninvited at an annual meet- 
ing of the corporation, he got a pince- 
nez glare that said plainly, “What are 
you doing here?” If he had the gall 
to ask a question, there were trained 
seals ready with diversion tactics de- 
signed to save the chairman’s face— 
or he was told politely to shut up. 

It was an age when the communi- 
cation of information about the com- 
pany was held to a minimum. The 
annual report was a forest of figures 
through which roamed _ elongated 
sentences, growling the unintelligible 
words of primitive accountancy. The 
atmosphere was the fusty air of the 
counting room. 

It is not clear when the dawn start- 
ed breaking in the mahogany paneled 
board rooms. It is not clear because 
the new light on stockholder relations 
is still dawning. 

Some people in management will 
have to die before their companies can 
take steps to win the understanding 
and sympathy they need from their 
stockholders. 


6 he. country’s corporations now 
fall within three categories. The 
still benighted, the enlightened, and 
those who are in the twilight in be- 
tween because they want to do some- 
thing but don’t know what to do or 
how to do it. 

But on all sides, there is a growing 
fund of evidence that the problem of 
stockholder relations is being ap- 
proached as it should be—as a prob- 
lem in human relations. 

There are three kinds of stockhold- 
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ers: The professional, the sophisticat- 
ed, and the common or garden variety 
of solid American citizen who buys a 
piece of your business with the belief 
that it will make his future and his 
station in life more secure. 

He doesn’t talk about it much, but 
he is very proud of those few shares 
of your stock he has tucked away in 
his safe-deposit box. To him his 
little bundle of certificates represents 
a personal achievement. And every 
dividend check he gets reaffirms his 
faith in his own good judgment. 

He looks at the market reports only 
occasionally. If your stock goes up on 
the market—very good. If it goes 
down a few points—he may be a little 
concerned, but not panicked. Because 
he is an investor in public utilities— 
not a speculator. He has bought your 
stock because it is steady; because it 
pays dividends regularly. And be- 
cause, inferentially, he has faith in 
your management. 


M" and more, it is this fellow— 
the average American stock- 
holder with one or a dozen or a hun- 
dred shares of your stock—that your 
management is trying to reach. 

The reason for it is very simple. 
Individually his proxy does not add 
greatly to the total vote for the com- 


pany’s management. But on the scales 
of public opinion he carries as much 
weight as the sophisticate who owns 
10,000 shares of your stock. 

His good opinion may prove of 
greater value to you than your stock 
is to him. For in this day when your 
utility business is looked upon hungrily 
by those in big government who 
would “nationalize” your business, 
you need all the solid American public 
Opinion you can get. 

The acts of the welfare state, I be- 
lieve, have been the chief cause for 
many of the stockholder relations pro- 
grams that are now operating in the 
American business scene. 

That, of course, is not the only 
cause. Most, I believe, have been in- 
stituted because management has be- 
come truly enlightened—has dropped 
its “none-of-your-business” attitude 
and recognized the value of good re- 
lations with its most important public. 

Some have started too late, though. 
Management of one corporation re- 
cently was engaged in the rehabilita- 
tion of its business. It had cleaned 
house, re-established the company’s 
earning power, and was pouring prof- 
its back into the business to improve 
it further. It did this without tell- 
ing its stockholders what it was all 
about. 


& 


the sophisticated, and the common or garden variety of solid 


q “TueEre are three kinds of stockholders: The professional, 


American citizen who buys a piece of your business with the 
belief that it will make his future and his station in life 
more secure. He doesn’t talk about it much, but he is very 
proud of those few shares of your stock he has tucked away 
in his safe-deposit box. To him his little bundle of certifi- 
cates represents a personal achievement.” 


691 


NOV. 6, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


ts woke one morning to learn that a 
recent purchaser of a few shares 
of stock had started a proxy cam- 
paign. He was soliciting proxies 
simply by pointing to the improved 
earnings and the lack of dividends and 
asking, “What are you getting out of 
this?” The management was tossed 
out. 

It is all very well to say, “Let’s have 
a stockholder relations program.” But 
where do we start? 

It starts, of course, with manage- 
ment itself. In management’s attitude 
toward the business; with manage- 
ment’s business philosophy. 

If that philosophy is one which 
puts management in its proper place, 
then you are well on your way toward 
a successful program. If manage- 
ment’s attitude is this: “I am here to 
work in the interest of all the owners 
of this company. I have a trustee- 
ship”—then you can proceed to use 
all the means of communication that 
are at hand. 

It has been a business habit to shrug 
off stockholders’ interest by saying, 
“All the stockholder cares about is 
dividends—the bigger, the better. If 
they don’t like what we are doing they 
can sell their stock.” This is slovenly 
thinking. A stockholder is not a mem- 
ber of a strange or different species. 
He is no different from anyone else. 
He is a person. And like every other 
person he likes personal recognition. 

Pearson Hunt of Harvard puts it 
this way in the Harvard Business 
Review: 

. . . the typical stockholder (large 
or small) desires a sense of belonging 
to the organization —a feeling that 


management recognizes that its pow- 
ers derive from him even if in fact 
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he is not active in using them. This 
feeling has been stated as “the sense 
of security that comes of close ac- 
quaintance.” Any management which 
really acts in the stockholders’ in- 
terest but fails to cultivate a feeling 
of mutuality misses an opportunity. It 
also risks financial embarrassment in 
the future. In the broader sense, it 
fails to do what it can to integrate the 
stockholder and his interests with the 
interests of the corporate system —a 
goal best achieved by a series of ac- 
tions creating good relationships, over 
a period of time, not by some intense, 
over-all campaign for the grand pur- 
pose. . 


~ let’s look at some of the 
things that can be done to bring 
stockholder 


the and management 


closer together. 

Study your stockholder list. The 
list and the transfer records will tell 
you a great deal more than just the 


names and addresses. It is good prac- 
tice to analyze list and transfers at 
regular intervals. It will give you 
geographical distribution of holders, 
areas of concentration, sex of owners, 
family holdings, the proportion of 
brokers and nominees, the trend of in- 
vestment by institutions and invest- 
ment trusts, areas of activity, and 
much other information that could 
affect policy. 

The welcome letter. This is the 
first chance to recognize the newcom- 
er and, if it carries a note of real sin- 
cerity, it will establish a feeling of 
being “wanted.” 

The annual report. This has been 
thoroughly discussed over and over 
again. Yet some companies still ob- 
scure the facts of their business year 
in language that only the professional 
stockholder or accountant can under- 
stand. Remember that the profes- 
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Answering Stockholders’ Mail on Time 


— is good practice to answer letters of inquiry from stockholders 

within twenty-four hours. A prompt reply is flattering—a de- 

layed one gives almost the same impression as no answer at all. Some 

companies make it a practice not to answer the ‘irate’ stockholder by 

letter. They call the complainer on the telephone at his home or office. 

Such personal attention usually quells the ‘beef’ and sometimes makes a 
staunch friend of the stockholder.” 





sional, being a person, can understand 
simple language, too. 

Quarterly letters. The same goes 
for these. Pictures, a drawing, short 
paragraphs, and understandable lan- 
guage will help keep them out of the 
wastebasket long enough to be read. 

The proxy statement. It doesn’t 
have to be ponderous. The same rules 
apply to this as apply to any other 
form of friendly communication. 

The proxy “thank you.” Some use 
it; some don’t. And that is about the 
best way to describe its usefulness. 


- — annual meeting. Few can at- 
tend but those who do should be 
made welcome and treated as joint 


“owners” of the business. Even the 
professional heckler can be favorably 
impressed by a benevolent but firm 
chairman. 

The postannual meeting report. 
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This is an important though some- 
times neglected opportunity to bring 
the stockholder up to date about his 
company’s affairs. The stockholders 
who sent in their votes by proxy— 
and, too, those who did not—should 
be told how they added up—especially 
if there was an issue in controversy. 
Some utility companies use this vehicle 
to acquaint their stockholders with the 
effects of regulation, the outlook for 
the coming year, new financing, and 
other items of major interest. This, 
too, should be made palatable reading. 

Regional stockholder meetings. This 
has been done by several companies 
with varying results. It does not reach 
the mass of stockholders in a company 
whose stock is widely held. It does, 
however, provide a publicity spring- 
board for communication with the 
public and other stockholders. Inci- 
dentally, one company has broadcast 
NOV. 6, 1952 
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its annual meeting by radio, with a 
running commentary by a newspaper 
columnist. 

The “open house.” Some com- 
panies conduct plant tours for groups 
of stockholders and have found this 
technique quite effective. The number 
of stockholders who can be reached 
by this method is limited. 


| rapa in answer to letters. It is 
good practice to answer letters 
of inquiry from stockholders within 
twenty-four hours. A prompt reply is 
flattering—a delayed one gives almost 
the same impression as no answer at 
all. Some companies make it a practice 
not to answer the “irate” stockholder 
by letter. They call the complainer on 
the telephone at his home or office. 
Such personal attention usually quells 
the “beef” and sometimes makes a 
staunch friend of the stockholder. In 
any event, letters in reply to stock- 
holders’ queries should contain the 
answers—not a courteous brush off. 

Telephone inquiries and inquiries 
in person. Here, too, courtesy and 
sincerity pay off. 

The regret letter. It is quite possible 
that one who sells his stock may resent 
an official recognition of the trans- 
action and feel that it is “none of your 
business.” 

Special communications. There 
come times in every corporation’s life 
when management is confronted by a 
crisis. The news is bad. Under man- 
agement’s trusteeship philosophy, this 
bad news should go to the stock- 
holders, too. One big utility recently, 
faced with declining earnings because 
of the lack of favorable action by state 
and Federal commissions, spelled out 
the story for stockholders in a special 
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booklet. The completion of a new gen- 
erating plant, the laying of a new pipe- 
line, or the acquisition of new trans- 
portation equipment, all are good 
subjects for a special informative let- 
ter or booklet. 


ne. contact. It is fairly easy 
for a company chairman or presi- 
dent or any other officer to know and 
be on intimate terms with a few or 
even all of the people who hold large 
blocks of their company’s stock. It 
would be ideal if all corporate officers 
could know all the company’s stock- 
holders. Obviously this is impossible 
in a company where millions of shares 
of stock are held by tens of thousands 
of stockholders. 

But that does not mean that at least 
an effort cannot be made in this di- 
rection by some officer of the corpora- 
tion. 

The secretary of one large utility 
holding company has called upon and 
talked to virtually every stockholder 
who holds a thousand shares or more 
of the company’s stock and many, 
many others holding lesser amounts. 

It might be well to review some of 
his findings here. 

He found that in communities 
where there were one or more thou- 
sand shareholders, there was also a 
concentration of holders of lesser 
amounts. He found that his personal 
visits to his “Thousand Share Club” 
members also had an effect on other 
holders in that community. The word 
got around that a corporate officer of 
the company had paid a visit to Mr. 
Soandso—just to pass the time of day 
and inquire if Mr. Soandso had any 
question to ask about the company 
and its management. The secretary 
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also made it a practice to call on the 
local banks and the local brokerage 
houses when he was in town. 


H® warns, however, that it is not 
an easy job. It requires plenty 
of advance study and planning. It 
should be done at some time other 
than during the proxy solicitation 
period to avoid the appearance of ask- 
ing favors or “selling.” He says that 
in this activity, as in all human rela- 
tions, sincerity is the keynote. And 
the caller must be quick to sense the 
common ground on which he and the 
stockholder can talk. 

It pays off in a large way. For ex- 
ample, a few years before the secre- 
tary undertook his personal contact 
campaign, his company’s management 
got a quorum for its annual meeting 
by a fraction of one per cent. Last 
year the votes of nearly 87 per cent 
of the outstanding stock were given 
the management and those votes came 
from over 82 per cent of the holders, 
both large and small. 

The secretary does not claim that 
his personal visits alone were respon- 
sible for this favorable change in 
proxy returns—but, he feels sure 
they helped. 

How to treat the professionals. Se- 
curities analysts, banks, and insurance 
companies are the most sophisticated 
of all investors. They need more in- 
formation than would be palatable to 
the average stockholder. 

Some utilities are very meticulous 


in cultivating these professionals. One 
of the larger companies each year 
builds a book of information that 
covers every aspect of the business. 
This book is presented to a carefully 
selected list of analysts at a luncheon 
or dinner where they are given a 
briefing, complete with slides and 
charts. 

Insurance company representatives 
get the same treatment. 

The principle on which this com- 
pany operates is that a complete dis- 
closure must be made to these people 
—every question must be answered 
without equivocation. 


N™: these devices for the care and 
culture of the corporate stock- 
holder are not listed here with the idea 
that all of these things must be done 
if a stockholder relations program is 
to succeed. They are some devices that 
can be used if the situation calls for 
them. Above all, management must 
discriminate—decide which means 
should be used under existing condi- 
tions. 

The most effective device is not a 
device at all. It lies in the very hearts 
of people in management. It is the 
sincerity with which the people in 
management deal with the affairs that 
are entrusted to them. 

And while we realize that the aver- 
age American stockholders like to 
feel they belong to your organization, 
let us not be deceived. Let us face it. 
We belong to them. 





“WE must warn ourselves, over and over, that we cannot have some- 
thing for nothing. The wages of staie welfare is the tyranny of the 
state.” 


695 


—RaymMonp Mo_ey, 
Columnist. 
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Training Men for the 
Gas Industry 


There is one institution of higher learning which, in 
pursuing a single purpose, actually serves two: the 
gas industry and the general public. This unique 


educational institution 


the Institute of Gas 


Technology. 


By JOSEPH D. PARENT* 
DEAN, INSTITUTE OF GAS TECH NOLOGY 


affiliated with Illinois Institute 

of Technology in Chicago, is 
unique among institutions of higher 
learning in that while it has but one 
purpose, service to the gas industry, 
which founded and supports it, in ful- 
filling this purpose it renders a public 
service in training men for careers in 
this essential industry. 

The institute’s educational objec- 
tive is carried forward in three phases : 
The first of these, the fellowship pro- 
gram, is the training at master’s and 
doctoral levels of selected graduates in 
chemistry and physics, and chemical, 
mechanical, and petroleum engineer- 
ing, of demonstrated academic ability, 
adaptability, co-operativeness, and of 
high moral character. The second is 


ck: Institute of Gas Technology, 


*For additional personal note, see “Pages 
with the Editors.” 
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through a series of refresher courses 
offered in 6-week summer periods to 
industry personnel, presenting the 
four basic areas in the gas industry: 
natural gas production and transmis- 
sion, manufactured gas, distribution, 
and utilization. The third is through 
home study courses, designed to reach 
those who are unable to attend classes 
at the institute. 


QO’ these phases the major emphasis 
has been placed on the first, 
the fellowship program of graduate 
study. The institute offers fellow- 
ships leading to the degrees of Master 
of Gas Technology and Doctor of 
Philosophy which provide for the 
payment of all tuition and fees and a 
stipend adequate to meet living costs. 
The program was initiated in 1941 
and has become the single source of 
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graduate students specially trained in 
gas technology. 


7 institute’s educational pro- 
gram is the gas industry’s own 
answer to a deficiency in the pro- 
grams of other schools of higher 
learning: While every technical col- 
lege has a department of electrical en- 
gineering, none has a department of 
gas engineering; of the few schools 
which offer undergraduate courses in 
some phases of gas production and 
transmission, none offers a graduate 
program in these subjects. 

In employing engineering gradu- 
ates from schools other than IGT, gas 
companies are required to provide pe- 
riods of indoctrination and training 
before giving them positions of re- 
sponsibility. This introductory train- 
ing is costly, time-consuming, and may 
fall short of providing the well-round- 
ed background essential for advance- 
ment to administrative levels. 

The lack of a source of men spe- 
cially trained in gas industry funda- 
mentals, and the costliness of provid- 
ing this training within each com- 
pany, highlighted the desirability of 
having a central educational facility 
dedicated to the gas industry when, in 
1939, a research institute organization 
committee was charged by the execu- 
tive board of the American Gas As- 
sociation with the responsibility of in- 
vestigating methods for advancing 
the industry’s technology. This com- 
mittee, under the chairmanship of 
Frank C. Smith, president of the 
Houston Natural Gas Corporation, 
discovered that none of the existing 
research laboratories were concentrat- 
ing on the solutions of the vital prob- 
lems essential to the continuing im- 
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provement of the industry’s service to 
the public, pointing out the advisabil- 
ity of creating a centrally located re- 
search facility dedicated exclusively to 
the gas industry. Its study showed 
that the consolidation of both the edu- 
cational and research facilities into a 
single institution offered unusual ad- 
vantages in the integration of gradu- 
ate study with industry research. 


Bae committee recommended es- 
tablishment of an independent 
educational and research facility to be 
supported by direct contributions from 
“member” companies. An “institute 
planning committee” was formed, 
headed by Frank H. Lerch, Jr., chair- 
man of the board of Consolidated 
Natural Gas Company, and as a result 
of the work of the two committees, 
the Institute of Gas Technology was 
incorporated in June, 1941, and later 
affiliated with Illinois Tech, one of the 
nation’s larger technological schools. 

IGT is a nonprofit membership cor- 
poration with control vested in a 
board of trustees numbering twenty- 
eight, twenty-two of whom are select- 
ed from candidates designated by 
member companies. The president and 
five members of the board of trustees 
of Illinois Institute of Technology 
complete the group. 

The financial support of the insti- 
tute is derived from associate mem- 
bers’ dues and from contributions. 
The liability of the associate member 
for financial support of the institute 
is the subject of a written contract. 
Over sixty such membership contracts 
with natural and manufactured gas 
companies and appliance manufac- 
turers are in effect at present. 

Contributions from individuals and 
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companies are made for specific pur- 
poses such as the fellowship reserve, 
the purchase of research or library 
equipment, or to the general operating 
expenses of the institute. 


GT’s educational activities were in- 

augurated September 22, 1941, 
when four fellows met in class for 
their first day of instruction in the 
new school. Two and a half months 
later the Pearl Harbor attack drew 
the United States into World War II, 
and subsequent enlistments and in- 
ductions of students forced virtual 
abandonment of the educational pro- 
gram. 

Between 1941 and 1946 the insti- 
tute granted degrees to only four 
men: three Masters of Science and 
one Doctor of Philosophy. The fact 
that none of them took employment 
in the gas industry indicated a weak- 
ness in the institute’s educational pro- 
gram, which then was directed more 
toward general science than to spe- 
cialized training in gas technology. 

Toward the end of the war Captain 
E. S. Pettyjohn was named to his pres- 


7 


ent position as director, bringing to 
the institute his wide and varied ex- 
perience in gas production, in teach- 
ing, in gas industry research, and in 
sales and administration. 


gquesoacer 4 succeeding to the di- 
rectorship in April, 1945, while 
still on duty with the U. S. Navy, he 
was able to act in little more than an 
advisory capacity at the institute until 
ordered home in October, 1946. Never- 
theless, by spending his leave time at 
the institute, during this interval he 
succeeded in re-establishing the educa- 
tional program, in instilling a new 
spirit of aggressiveness into the staff, 
and initiating certain reforms, which 
together resulted in bringing the in- 
stitute back into line with the objec- 
tives of its founders. 

The curriculum was revised to place 
greater emphasis on gas technology, 
and starting with the fellows who en- 
tered in 1946 as the Class of °48, 
classroom and laboratory work con- 
formed to this pattern; the men 
studied to become Masters of Gas 
Technology. 


INSTITUTE’S CONTRIBUTION TO GAS INDUSTRY MAN POWER 
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Master of Gas Technology 

I" establishing the fellowship pro- 

gram, it was the considered opin- 
ion of the institute’s founders that 
maturity and self-reliance could best 
be obtained by a minimum of two 
years of graduate study, including two 
summers of active employment in the 
gas industry, for the Master of Gas 
Technology. 

The curriculum for the first year 
includes graduate courses in chemis- 
try, physics, mathematics, and engi- 
neering, which may be applied toward 
a Master of Science degree. In addi- 
tion, the fellow is given instruction 
designed to provide an understanding 
of the basic chemical, engineering, and 
economic problems of the gas indus- 
try, through courses in manufactured 
gas, natural gas, natural gasoline, 
transmission and distribution, com- 
bustion and utilization of gaseous 
fuels, analytical procedures, gas litera- 
ture, and an introduction to research. 

Each fellow is required to spend 
two summers (one preceding and one 
following his first academic year), in 
active employment in the gas indus- 
try. This gives him practical experi- 
ence and industrial know-how de- 
signed to supplement classroom and 
laboratory instruction. 

The basic knowledge gained in the 
first-year studies, and in actual con- 
tact with industry problems, equip- 
ment, and working conditions during 
the summer employment periods, con- 
tributes to fuller comprehension and 
accomplishment in the second-year 
program, which includes geology of 
natural gas, gas-making equipment, 
and design of distribution systems, 
plus ancillary courses: engineering 
economic studies of the gas industry, 
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business organization, public utility 
regulation, and labor management. 


ae upon which the Master’s 
thesis is based is carried out dur- 
ing the second year; this affords the 
fellow time for a more thorough grasp 
and understanding of a problem, than 
if the research and thesis were crowd- 
ed with all the other subjects into a 
single year of graduate study. 

The additional year of graduate 
study on the part of the fellow is es- 
sential to development of a mature, 
capable gas technologist, well-ground- 
ed in the economic as well as in the 
operational phases of gas utilities, who 
can readily adapt himself to an indi- 
vidual company’s activities and needs 
and rapidly qualify for advancement 
to an administrative level. 


Doctor of Philosophy 


y  geeend who demonstrates marked 
ability in earning the Master of 
Gas Technology degree may apply for 
an extension of the fellowship grant 
to continue through the doctorate, 
which requires two additional years 
of study. Before admission to can- 
didacy he is required to pass an ex- 
amination on engineering judgment 
and ability, and unless excused on the 
basis of excellent performances in 
course work, research, and defense of 
the Master’s thesis, must submit to 
written and oral qualifying examina- 
tions covering both undergraduate 
and graduate work. 

During the third graduate year the 
fellow is instructed in design of gas 
plants, thermal cracking, catalytic 
cracking, modern research methods, 
coal carbonization, and gaseous reac- 
tions, in addition to research and 
NOV. 6, 1952 
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Gas Research and Private Enterprise 


ed eve Institute of Gas Technology is concrete evidence of the gas 

industry's willingness and ability to create and expand a research 

and educational institution, to contribute to the advancement of its 

technology and to the training of its men. It is an outstanding example 
of ‘free enterprise’ in action.” 





electives customary in doctoral pro- 
grams. 

Except for two credit hours of 
study of instrumentation, and a total 
of twelve credit hours of electives, the 
fourth graduate year is spent in re- 
search. To secure the Doctor’s de- 
gree, the fellow must complete a re- 
search problem to the satisfaction of 
his research guidance committee. The 
results of this research should repre- 
sent a contribution to basic knowledge 
in gas technology. 


Instruction and Stipend 


NSTRUCTION in gas technology is 

offered by members of the research 
staff who are particularly well quali- 
fied by knowledge and experience; 
each man so assigned teaches a maxi- 
mum of one course per semester. This 
provision insures instruction at the 
professional engineering level, incor- 
porating current research and devel- 
opment with accepted fundamentals. 
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Small classes permit individual in- 
struction and encourage discussion. 

Each week throughout the academic 
year, gas company executives and 
senior personnel lead discussions on 
major phases of the gas industry, thus 
providing the fellows with an addi- 
tional valuable type of instruction. 

Instruction in a liberal number of 
elective subjects is given in classes of 
the Graduate School of Illinois Insti- 
tute of Technology. 

All fellows are enrolled in and re- 
ceive their degrees from the Graduate 
School of Illinois Institute of Tech- 
nology. 


Frexes are available to maintain 
forty fellows in residence; to pro- 
vide this number, fifteen new fellow- 
ship grants are offered each year. To 
a student working for a Master’s de- 
gree a fellowship is worth $4,000 plus 
his earnings at summer employment 
in the industry. If he continues to a 
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doctorate its value is increased by $4,- 
800 to a total slightly less than $9,000. 

Fellows do not sign contracts bind- 
ing them to accept employment in the 
gas industry; however, each is under 
moral obligation to give preference to 
the industry if suitable employment 
can be found. Graduating fellows are 
aided in obtaining employment by dis- 
tribution to member companies and 
contributors of brochures containing 
personal and academic data, pictures, 
and statements of type of work pre- 
ferred and section of country in 
which employment is desired. Inter- 
ested companies communicate with 
the institute or with the fellows and 
arrange for interviews. The institute 
assumes the responsibility of aiding 
its graduates to find the most ad- 
vantageous employment consistent 
with their capabilities, needs, and in- 
terests, but the decisions rest with the 
fellows. 


Summer Refresher Courses 


games a new program designed to 
extend the services of the insti- 
tute in the training of men for the gas 
industry, 6-week refresher courses in 
gas engineering are being offered each 
summer to industry personnel. 


“ce 


The first of these courses, “natural 
gas” and “transmission and distribu- 
tion,” were presented tuais year. 
Twenty-three men, employees of gas 
industry companies from coast to 
coast, successfully completed the 
month and a half of intensive study 
and received “certificates of accom- 
plishment” in an informal graduation 
ceremony in mid-August. 

In accordance with the plan of the 
courses, which are designed to fa- 
miliarize gas engineers with current 
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problems and practices of the indus- 
try, current research, and up-to-date 
methods of measurement and compu- 
tation, instruction was given at the 
graduate level. As industrial practices 
and problems were presented, relevant 
fundamentals were reviewed and 
equations commonly used for engi- 
neering calculations were derived. Ac- 
companying this review, emphasis was 
placed on co-ordination of the various 
phases of each subject, rather than on 
an attempt to completely illustrate 
each commercial operation. 

In all cases the men attended the 
refresher courses at the expense of 
their employing companies ; some em- 
ployers sent two men. The courses 
were not a vacation for those who en- 
rolled; the entire morning plus an 
hour after lunch were spent in class- 
rooms, the remainder of the afternoon 
in laboratory work, and evenings in 
homework and in study preparing for 
the quiz opening each school day. 

Some of the registrants plan to re- 
turn next year, when “manufactured 
gas” and “utilization of gaseous fuels” 
will be covered during the six weeks 
from July 6th to August 14th. The 
subjects presented during 1952 and 
1953 will be alternated during subse- 
quent years, so men interested in 
completing all four basic courses can 
do so in any two successive years. By 
attending these courses, cadet engi- 
neers should greatly accelerate their 
training; more experienced men will 
benefit by refreshing their knowledge 
and extending the breadth of their 
information. 


Home Study Courses 


HE Institute of Gas Technology 
home study courses will bring in- 
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struction to students and utility em- 
ployees who are unable to attend 
classes at the institute. These courses 
are prepared with the assistance of an 
advisory committee of the American 
Gas Association and scores of con- 
tributors and reviewers, all specialists 
in their particular fields of utility 
operations. 


6 eww plan for these texts is to so 
present the subject matter that it 
can be understood by a person with lit- 
tle or no technical training. However, 
the coverage is sufficiently comprehen- 
sive that the courses can be integrated 
with cadet engineering programs, and 
can serve as “refresher courses” for 
more experienced utility personnel, 
particularly the many whose work has 
been so long restricted to one phase of 
operations that they have lost contact 
with the progress of the others. 

The first of these courses, “natural 
gas production and transmission,” is 
in the hands of the printer at this writ- 
ing and is scheduled for release early 
this fall. Chemical, physical, engineer- 
ing, and geological fundamentals are 
offered early in this course, to aid 


those who have had no instruction in 
one or more of these subjects. The 
student then progresses, in logical se- 
quence, through each phase of pro- 
duction, gas conditioning, and trans- 
mission. 

Sections which involve advanced 
mathematical manipulation are so 
written that any person not familiar 
with the mathematics employed may 
omit the calculations, and by mere- 
ly accepting the solutions as given, 
continue reading the sections with 
understanding. 


oe engineering has always been 
wedded to economics, and their 
relationship is maintained in this 
course. Economic and legal aspects 
of certain operations are discussed in 
the chapters dealing with those op- 
erations. The closing chapters con- 
tain information essential to an un- 
derstanding of the business activities 
(and problems) of natural gas com- 
panies. 

The preparation of a second home 
study course, “manufactured gas,” is 
well advanced; publication is planned 
for 1953. 
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Enrollment for these courses will 
not be restricted; they will be offered 
to all who wish to take them, regard- 
less of previous education or present 
employment with a utility. On enroll- 
ment, the student will be supplied with 
the complete text, including assign- 
ments. He is expected to study each 
chapter, consult a reasonable number 
of the references presented, and sub- 
mit a written report on each assign- 
ment. These reports are to be sent to 
the institute for grading, and will be 
returned with constructive criticism. 

The courses can easily be completed 
in one year, and must be in two. Suc- 
cessful completion of a course will be 
recognized by the award of a suitable 
certificate. 


Program Helps Student and Industry 


ve wisdom of the institute’s 
founders in combining the gas in- 
dustry’s educational and research ac- 
tivities in a single facility has become 
increasingly apparent. 

The institute strives to promote 
progress within the industry by prose- 
cuting both fundamental and applied 
research, by accelerating, intensifying, 
and expanding the investigation of 
problems of immediate practical inter- 
est, and by co-ordinating application 
of the resulting knowledge to solu- 
tions of the technologic problems 
which face the industry. 

Fundamental research builds toward 
a future of greater breadth and di- 
versification in gas making, condition- 
ing, transmission, and utilization by 
providing greater understanding of 
basic principles and by creating or ex- 
tending original data; applied re- 
search consolidates and extends pres- 
ent operating methods and processes 


703 


through innovation or invention and 
engineering development. 

To prosecute this research the gas 
industry has furnished the institute’s 
service laboratories with all equip- 
ment necessary for analysis and test- 
ing of gas-making raw materials and 
products and for calibration of instru- 
ments used in the industry. The insti- 
tute’s research and process develop- 
ment laboratories, and the pilot plant 
made available to the institute at 
Crawford station of The Peoples Gas 
Light & Coke Company, contain the 
equipment needed for gas production, 
transmission, distribution, and utiliza- 
tion studies. 


“ I ‘HE institute’s equipment repre- 
sents the latest advances in 


analysis and research, and the most 
modern of instruments. These facili- 
ties are employed in instruction, and 
may be used by students in thesis and 
dissertation studies. In this the insti- 
tute provides an unusual opportunity 
for initiating new investigations and 
carrying them through the prelim- 
inary stages most economically. The 
approach to a given problem may be 
explored by a fellow for his Master’s 
thesis; if the results provide a basis 
for continued interest, more intensive 
basic research may be made the sub- 
ject of a doctoral dissertation. 

The thesis and dissertation may 
provide the initial information neces- 
sary to formulation of a research 
project which can then be carried for- 
ward by the research staff with the 
institute’s own funds or under spon- 
sorship of a member company or asso- 
ciation of companies. 

Thus, although students do not 
participate in sponsored research, the 
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fellow whose thesis and dissertation 
lead to a research project has com- 
pensated the gas industry for its in- 
vestment in his education. 

In summary, the advantages of the 
institute’s combined educational and 
research activities are: 

The student benefits by the excel- 
lent facilities available to him, and the 
opportunity to study under the in- 
struction and guidance of scientists 
and engineers whose knowledge has 
been broadened by daily work on 
problems of current and future inter- 
est to the gas industry. 

The gas industry benefits by secur- 
ing personnel trained specifically for 
the industry at the postgraduate level, 
and by the institute’s research pro- 
gram, in which fundamental data col- 
lected in Masters’ theses and doctoral 
dissertations often are the bases of 
sponsored projects directed toward 
improvement of existing processes or 
development of new processes for the 
gas industry. 


The Plan Fulfilled 


. little more than a decade the in- 
stitute has become an outstanding 
educational and research facility, rep- 
resenting an investment of one and 
one-quarter million dollars in physical 
plant. It has graduated five Masters 
of Science, twenty-seven Masters of 
Gas Technology, and two Doctors of 
Philosophy. It has developed and 


trained in the solution of industry 
problems a research staff of forty and 
a total staff of more than sixty. It has 
undertaken, has in process, or has com- 
pleted some ninety fundamental and 
applied research projects. 


The Institute of Gas Technology is 
concrete evidence of the gas industry's 
willingness and ability to create and 
expand a research and educational in- 
stitution, to contribute to the advance- 
ment of its technology and to the 
training of its men. It is an outstand- 
ing example of “free enterprise” in 
action. 





How Can You Tell 


veil & 


When You’re Broke? 


HE Council of Economic Advisers in its January report 
to the President states, ‘We do not believe the eco- 


nomic limit of taxation has been reached.’ Brought up as I was 
under such old-fashioned ‘horse and buggy notions as making 
ends meet with a little left over for the inevitable rainy day, 
‘Economics’ offers a most fascinating field to explore. One can 
be so delightfully casual in locating the decimal point, particu- 
larly when fixing the other fellow’s taxes. For 1951, the system 
taxes were $18,870,000, up $8,182,000 from 1950. The tax bill 
was more than twice the amount provided for depreciation, 
more than the cost of all the natural gas sold, and almost twice 
the net income. For myself I am convinced that ‘the economic 
limit of taxation has been reached’ and long since passed. Cer- 
tainly I must have much intelligent company in this conviction.” 
—WILLIAM G. WOoOLFOLK, 
Chairman, American Natural Gas Company. 
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The Gas Industry’s Man-power 
Problems 


An interesting but plain-spoken review of the gas 
industry’s problem in attracting and holding valuable 
personnel, particularly in the younger men. 


By F. O. ROUSE* 


HE basic man-power problems 
of the gas industry, for the most 


part, arise from the shortage of 
qualified men to handle the expanded 
work. Many foremen and supervisors 
today were rank-and-file laborers yes- 
terday. Many supervisors, superin- 
tendents, and managers today were in 
less responsible jobs last week. And 
some managers, executives, and com- 
pany officials today were technical 
men or specialized supervisors or sub- 
ordinate department heads not long 
ago. Some, indeed, were almost stran- 
gers to the industry last month, In the 
future, additional men will have to 
be brought in and trained if we are to 
keep pace with the demands of this 
expanding enterprise. 
What does all this mean in terms 


*For personal note, see “Pages with the 
Editors.” 
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of man-power problems in the natural 
gas industry today? It means that 
those who for years thought in terms 
of ten or fifteen employees and hun- 
dreds of dollars, today must think in 
terms of many more employees and 
thousands of dollars; those whose 
business lives may have revolved 
around a few hundred employees and 
many thousands of dollars, must now 
expand and sharpen their horizons, 
their visions, their concepts, their 
philosophy, and their capabilities to 
work with problems involving mil- 
lions of dollars of financing, hundreds 
of employees, thousands of customers, 
Federal and state regulations, compli- 
cated budgets, continued tax boosts, 
detailed and elaborate engineering 
plans, accounting and rate matters, 
community, public, and labor relations, 
politics, encroaching Socialism, and 
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the most challenging of all problems 
—working with, through, and for 
human beings to get desirable and 
profitable results. 


| gee back over those business ac- 
tivities, we find a fact that is all 
too often overlooked ; not one of these 
problems can be solved until the hu- 
man equation in it is effectively un- 
derstood, predicted, and controlled. 

The persons who take on these 
major problems involving people in 
this industry must be competent in the 
field of man-power management. 
What are the obstacles to putting to- 
gether, expanding, developing, co- 
ordinating, and operating the team 
desired and needed to help run this 
big, new growing business? Here are 
some of the situations which must be 
met head-on, and overcome. 

Because utilities are a closely regu- 
lated type of business, many capable 
managerial and technical persons de- 
sired cannot be sufficiently attracted 
by this industry. Many such competent 
people want the freedom that they er- 
roneously believe can be found only 
in the better-known competitive, free 
enterprise type of operation. Some are 
in defense production and armament. 
Others are so completely married to 
their jobs through pensions, deferred 
compensation, bonus plans, and all 
that, that even a 50 per cent increase 
looks like it is not worth the price of 
relocation. 

Many competent people aspire to 
higher salaries and wages than can be 
realized in the public utility industrv. 
We cannot trade the so-called “se- 
curity” of our industry for such rea- 
sonable aspirations for economic ad- 
vancement. A good management man 
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comes high these days. If a $75,00 
man is offered a $10,000 net raise to 
make him change, he can remind the 
party making the proposition that his 
services will cost about $185,000 a 
year. Why? Because a $10,000 actual 
rate raise in that bracket costs $100,- 
000! This raises the serious question: 
Is the government pricing executive 
incentive out of the market? 

Most young engineers want more 
opportunity for diversification of 
work assignments than they believe 
they can get in the gas industry. As 
one young engineer said recently: 
“They put you in a semitechnical job 
and then forget you. If you’re lucky, 
they ‘discover’ you after twenty years 
and you become a junior exec at a 
rate about that of a first-class steam 
fitter. Of course they may give you 
that bunk about being a top manage- 
ment man some day, but how many of 
these top management men are there 
anyway? About ten men in a 1,000- 
emplovee company. That’s a hundred 
to one! No thanks. I’ll make airplanes 
or open up a nice little machine shop 
for small parts subcontracts.” 

Too little has been done in the past 
in industry generally and in the utility 
field in particular to develop, broaden, 
and train men in the requirements of 
general business management. The 
general management function has suf- 
fered in consequence. 


B” not all of these unfortunate 
developments can be laid entirely 
at the door of any one person or 
group. Let’s look at some of the his- 
torical facts of the utility industry 
that have contributed to these condi- 
tions we have enumerated : 

War, hot and cold, for the past ten 
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years, had to be figured in all the 
charts and profit-and-loss sheets. This 
war for men’s hearts and minds is 
changing the world and it is changing 
it in a way that we must watch, with 
vigilance and determination and sin- 
gleness of purpose. But all these facts 
are well known and are exemplified by 
the seizure of the steel mills, and other 
threats to the freedom of enterprise. 

The utility world was long over- 
shadowed, in a few glaring instances, 
by tough, close men with restricted 
vision, and little concern for the hu- 
man beings who worked for them and 
backed their enterprises. Because of a 
few, many had to pay the price. The 
Holding Company Act, Federal gov- 
ernment in the power field, the TVA’s, 
the co-ops, the public need for a 
whipping boy, and so on; these were 
logical and historical results. It is an- 
other story well known, word for 
word. 

The holding company managements 
performed most of the major man- 
agement functions for the men in the 
operating companies. Because of this 
fact, there was limited opportunity for 
the operating personnel to learn about 
handling such management functions. 
Now these people, formerly heavily 
dependent, are faced with the proposi- 
tion of managing and of operating a 
completely self-sustaining company 
and of making heavy decisions di- 
rectly affecting its stockholders. In a 


study of 9,000 business failures in 
1950, 82 per cent of them could be 
traced to executive deficiencies. 

In many utility companies the gas 
department was overshadowed by the 
larger activities of the electric opera- 
tions. Some men in such circum- 
stances were denied the opportunities 
of reaching the levels of general top 
management. 

In the past it was almost inherent 
in the industry, because of low turn- 
over and stability of employment, for 
some people to “go stale,” to become 
complacent, to stop growing mentally, 
and to otherwise “wither on the vine” 
before the stimulus of a promotion or 
other major change came their way. 

Advancing age overcame many and, 
as will be recalled, there was little 
employment of new blood during the 
depression years. Because of that 
situation understudies are short on 
experience, if you were fortunate 
enough to have provided for under- 
studies. 

There are, no doubt, other histori- 
cal reasons: the regulatory nature of 
the business, some low-pay policies, 
timid public and customer relations 
policies, and so on, but it will suffice 
for our purposes to add only one more 
major reason, management’s philoso- 
phy concerning people at work. 


HAT are the facts on gas utili- 
ty company employment, hours, 


- 


“THE basic man-power problems of the gas industry, for 
the most part, arise from the shortage of qualified men to 
handle the expanded work. Many foremen and supervisors 
today were rank-and-file laborers yesterday. Many super- 
visors, superintendents, and managers today were in less 
responsible jobs last week.” 
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and wages today? We know that there 
are now some 117,600 employees in 
gas utility operations, and some 173,- 
900 employees in combined electric 
and gas companies. This employment 
represents well over half of all em- 
ployment in public utilities, exclud- 
ing transportation and communication 
companies. 


I" January, the average weekly hours 

of gas utility employees was 42.4. 
The average hourly earnings stood at 
$1.67 and the average weekly earnings 
stood at $70.89. After an average gas 
worker with three dependents paid his 
income taxes and Social Security, he 
had left about $66.50, with security 
the most comforting thing in his 
future. 

The number of manufactured gas 
utility emplovees has been steadily 
decreasing, 64,000 in 1934 and 44,- 
400 in 1950. The number of gas 
utility company employees in so-called 
“mixed gas” work has been steadily 
decreasing from 11,500 employees in 
1934 to 8,600 employees in 1950. 

The number of natural gas utility 
employees has been steadily increas- 
ing, on the other hand, from 55,200 
in 1934 to 121,500 in 1950 with a 
total annual payroll over $425,000,- 
000. The figures as of this moment 
are probably well over 135,000 em- 
ployees and one-half billion dollars in 
payroll. With this tremendous growth 
in human assets, over 100 per cent, 
has come the need for more and better 
managers and supervisors. On the 
basis of a ratio of 20 to 1, a very con- 
servative if not an unfortunate one, 
of employees to managers or super- 
visors, we have a figure of 6,750 man- 
agers. And to any man who has 
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looked for experienced managerial 
material to run his business, this 
figure is pretty overwhelming. 

On this highly conservative basis, 
and with the present growth of nat- 
ural gas operations continuing as it 
has, we shall need roughly 2,500 new 
supervisors within the next ten years, 
Now I don’t know how long it takes 
to make a successful executive, but I 
am fairly sure that even the famed 
intensive program of the Harvard 
School of Business Administration 
cannot make one in thirteen weeks! 
Nor does Harvard set up the program 
for that purpose, its trainees being 
fairly successful long before they get 
to the school. 


eg us turn now to some current 
man-power problems, the prob- 
lems affecting man-power investment 
and budget. What are the problems 
involving people wanted to help run 
this expanding business ? 

All experienced graduate engineers 
are now employed, and usually at 
salary figures higher than many com- 
panies can meet. Some of these men 
have one job offer a week. These 
are “lush times” for the technically 
trained man, and he is learning to 
make the best of it. 

About 30,000 new engineers will 
be needed each year by industry and 
by the government but less than half 
of that number will be graduated by 
our engineering colleges during the 
next five years. 

Salesmen, competent sales people, 
went the way of a lot of other com- 
petency as a result of our war econ- 
omy and the postwar need for “order 
takers” only. The “Death of a Sales- 
man” resulted largely from two points 
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Employment Appeal of Regulated Industry 


a. pve: utilities are a closely regulated type of business, many 
capable managerial and technical persons desired cannot be suf- 
ficiently attracted by this industry. Many such competent people want 
the freedom that they erroneously believe can be found only in the better- 
known competitive, free enterprise type of operation.” 





of infection—the swivel chair and the 
telephone. 

And office help : Because of the low 
birth rate during the depression years 
of the thirties there are not today 
enough young people of working age 
to do the many routine and limited 
tasks so necessary to successful busi- 
ness operations. Stenographers, clerks, 
accountants, and skilled office people 
are simply not available to meet all of 
our business requirements. 


A® what does one have to pay 
most of those young people for 
a 40-hour week? Note that I did not 
say “work” week. Well, in Los An- 
geles the median average pay of a 
stenographer is about $58; in Chicago 
it’s $55.50; in San Francisco it’s $59; 
in Atlanta it’s $48; in New York it’s 
$50. As these are median figures, 50 
per cent are paid more than these 
amounts. 

In addition to such pay, many com- 
panies have had to install elaborate 
fringe benefit plans, paid for in their 


entirety by the company. There are 
such added attractions as retirement 
plans, Social Security, unemployment 
compensation, sick plans, hospitaliza- 
tion, surgery and medical plans, work- 
men’s compensation, life insurance, 
health, accident, and disability insur- 
ance, survivors’ and death benefits, 
long vacation periods, music while 
you work, lounges, libraries, em- 
plovee publications, summer camps, 
rest homes, recreational grounds, 
clubs, athletic teams, company-pro- 
vided transportation, restricted over- 
time or overtime allowances higher 
than those required by law, regular 
promotion by seniority schedules, new 
premium pay similar to the coming 
guaranteed annual wage, call-in pay, 
excused time when the thermometer 
reaches 90 degrees or when there is 
inclement weather, excused time for a 
death in the family even to the third 
and fourth degree of sanguine and in- 
law relation. And just the other day 
I saw in the New York papers an ad 
from some of our good friends in 
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southern California in which they 
offered, as added inducement, their 
weather! The California way of life: 
Sun hat on head, tennis racquet in one 
hand, gorgeous blonde on the other, 
was a well-tanned Clark Gable engi- 
neer. I didn’t see an ounce of work in 
the whole ad! What a life in LA! No 
wonder the nonscheduled airlines 
charge you more to come out than they 
do to go back! 


ND about that week of work : What 

has happened in this country, 
particularly among many of our 
younger people, as regards the will to 
work? The coming of socialistic 
schemes and their attendant fallacies, 
“something for nothing’ from the 


government, are fanning the fires of 
political control on all sides. Just the 
other day I read an editorial in one 


of the national labor papers in which 
the editor gave this neat twist to a 
phrase in our Constitution. “Our Con- 
stitution states clearly that our gov- 
ernment is to provide for the common 
welfare.” 

Well, a company gets some of these 
people on its payroll and what then? 
For one thing, about two-thirds of all 
employees will belong to a labor union. 
Some companies have six or more 
such union groups among their em- 
ployees. At least once a year manage- 
ment has to sit down across a table 
from one or more militant union 
agents, some of them not even em- 
ployees, and attempt to negotiate a 
“collectively bargained” contract. This 
legal instrument governs, at a mini- 
mum, the pay of employees, how long 
they will work, and under what con- 
ditions. This negotiating business is 
the year-round work of those labor 
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people. It is their job, their work, 
their means of livelihood—depending 
solely upon getting something for 
their members who put them in their 
jobs. 

The drive is on in many sections 
of the country to organize the white 
collar worker. Isn’t it something when 
engineers, professional people, con- 
sider it necessary to band together in 
a labor union to enforce their de- 
mands, to gain privileges, to redress 
grievances? 

When these contracts are finally 
negotiated, the struggle is on to find 
ways and means of increasing the pay 
of those outside the unions. In both 
instances wage and salary stabilization 
formulas and regulatioris must be 
cleared. 


oe the past thirty years we 
have been developing a nation of 
specialists. Started late in the ill-con- 
ceived great leveling process of our 
educational system and _ perpetuated 
by the misinterpreted needs of busi- 
ness in general, we were told, many 
of us, to get ourselves a specialty. So 
today we have our specialists in ac- 
counting, statistics, auditing, person- 
nel, and purchasing. As a result, and 
because of our ever-increasing needs, 
we are today being forced by hard 
circumstances and pressing needs to 
develop the generalists, the general 
manager, the vice presidents, and 
presidents. All too few companies 
have vet come to a planned approach 
in building management teams of the 
future. 

We are having to start late in 
the careers of many of our employees 
to expand their knowledge, to widen 
their vision, to build new interests, and 
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to capitalize on their usefulness in our 
businesses. 

Perhaps if I have succeeded in con- 
fusing and momentarily discouraging 
the reader, it is only because I see that 
there is so much to be done to salvage 
our organizations from this somewhat 
uncertain future and from these oddly 
shaped forces which we have indi- 
cated. 

First of all, I’ll fall back in line 
with the popular inherent belief in 
employees and in the dignity of men. 
Without the full measure of that con- 
cept the industry will flounder on the 
shoals of a shoreless sea of trouble. 
The business cannot be run without 
good people. 


H™ are some practical actions, 
as I see them, that can be taken 
to further the enterprise and to 
strengthen industry organizations: 

1. A survey of organizational struc- 
ture periodically to be sure that jobs, 
or positions, are properly related and 
are needed. The lines of authority 
and responsibility must be accepted 
and clearly understood by all con- 
cerned and not just in some manual 
or other. 

2. Written statements of company 
policy collected under one cover, made 
readily available to all supervisors and 
foremen, and thoroughly clarified for 


them in management information con- 
ferences, are necessary if you expect 
uniformity of application. 

3. Positions must be properly classi- 
fied and equitably paid. The proce- 
dures of job evaluation which analyze 
and classify jobs and which determine 
compensation scales are the soundest 
methods known today for bringing 
order into this phase of the manage- 
ment relationship. 

4. A program for the continuous 
examination of incumbents of super- 
visory, administrative, and profes- 
sional positions must be instituted in 
order to be sure that men are keeping 
abreast and growing with the duty re- 
quirements of the jobs. This suggests 
steps to train further those who are 
not keeping pace and dropping those 
who cannot keep up. Ways of enlarg- 
ing the scope of authority and respon- 
sibilities for those who can “make the 
grade” will encourage such men and 
make them part of the team. 

5. A survey of work assignments 
for employces will utilize their train- 
ing to the best advantage. Very few 
engineers think they are being used to 
full capacity! 

6. Planned programs of executive 
development which inventory, analyze, 
evaluate, and give direction to the de- 
velopment of management men are 
the best tools and methods yet devised 


e 


nation of specialists. Started late in the ill-conceived great 


q “DurineG the past thirty years we have been developing a 


leveling process of our educational system and perpetuated 
by the misinterpreted needs of business in general, we were 
told, many of us, to get ourselves a specialty. So today we 
have our specialists in accounting, statistics, auditing, per- 
sonnel, and purchasing.” 
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for assuring the growth factor of 
officers, executives, and middle-man- 
agement people. A package program 
will not do the work. It takes study, 
custom-made plans, and top manage- 
ment participation. 

7. Planned, carefully conducted su- 
pervisory training conferences which 
permit the maximum of individual 
participation and which encourage 
wholehearted execution of manage- 
ment policies and decisions comprise 
one, thorough, formal method of 
management development in super- 
visory ranks. Such a plan presup- 
poses though, that all supervisors and 
foremen are capable of growth. 

8. To help assure the long-range 
growth and success of the company, 
carefully planned and executed cadet 
training programs can help attract and 
retain competent engineers and other 
potential executive man power. The 
youngsters look for and expect good 
training programs in companies these 
days. 

9. New employees, particularly, 
need training in the skills, methods, 
and requirements of your operations. 


| gor enepenes and transferred em- 
ployees sometimes need retraining 
in the requirements of their jobs. For 
example, among those who have re- 
cently converted from manufactured 
to natural gas, what problems were 
encountered in, let us say, safe prac- 


tices in the work of maintenance 
crews? Or what happened to men no 
longer needed in the manufacturing 
plants? 

10. Some progressive managements 
are conducting opinion and attitude 
surveys among their employees. Some 
are using testing and other selective 
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techniques in the hiring and placement 
of employees as was so recently and 
competently reported by the American 
Gas Association’s personnel commit- 
tee. Others are engaging in extensive 
recruitment of executives through the 
help of outside organizations. Some 
are strengthening their benefit plans 
and employce services, and installing 
executive health maintenance pro- 
grams. 

11. Clear channels of communica- 
tions, in an environment which per- 
mits and encourages the free flow of 
information up, down, and across the 
organization, are sponsored, planned, 
and developed by enlightened manage- 
ments for the solution of a host of 
business problems. 

12. Adequate personnel records are 
frequently required and few execu- 
tives have secured the full value of 
their many uses. 

13. The application of merit rating 
or personal performance appraisal 
systems can be helpful in judging the 
work of employees for compensation 
purposes and for other reasons, some 
of which are too often overlooked. 
For example, such a device can easily 
show the weaknesses and strengths of 
the employees for training or for pro- 
motion purposes. 

14. What is being done today in 
safety training of employees? Safety 
valves, guards, periodic inspections, 
warning signs, interlocking devices, 
and so on are essential, but they are 
not enough. Slogans like “be careful,” 
“work safely,” “the life you save to- 
day may be your replacement tomor- 
row,” “he who works the safest way 
lives to work another day,” are fine 
words, but employees must think 
straight about hazards and unsafe acts 
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and follow safe practices as a matter 
of work habit. Here again we find 
people as the weaker and complicated 
element in company operations. Their 
unsafe acts account for 88 per cent of 
all accidental injuries and at costs 
amounting to millions of dollars each 
year. 

15. The circumstances under which 
the union leader successfully performs 
his job are worth remembering. Man- 
agement should prepare for negotia- 
tions with at least as much care and 
forethought. 


i assist in all of this detailed man- 
power management, if no quali- 
fied staff man is already on the job, 
aman grounded in the right philos- 
ophy of human relations should be 
obtained—one with some stature and 
a further capacity for growth, one 
trained in the methods of sound per- 
sonnel administration, and one with 
the intestinal fortitude to stand up, in 
a persuasive way, to operating man- 
agement, when it may be dead wrong. 
A truly professional and skilled man- 
ager of personnel can be a key man 
of the business organization. He can 
help it grow by helping its people to 
develop and to create a business team 
that means business. 

Here is another problem we fre- 
quently encounter in utility companies 
which, it seems to me, is just plain 
“old hat” management. This problem 
has to do with organization for sound 
management. Time and again we en- 
counter the situation where a company 
is laboring under the false manage- 
ment concept that, for example, a di- 
vision manager can serve many mas- 
ters and can do an operating job 
without clear-cut authority and re- 
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sponsibility over the various opera- 
tions in his division. Sometimes this 
awkward arrangement is expressed 
like this: We want our division man- 
ager to be “Mr. Gas Company” to the 
people in his territory. We want him 
to concentrate on public relations, or 
maybe its sales, and, get this, he will 
be nominally in charge of all other 
company functions in his division. 
Now, we all know what happens when 
something goes “haywire” out in the 
division and just how quickly that 
“nominally in-charge angle” evapo- 
rates and the division manager is 
called “on the carpet.” 


Bho true situation is too often 
this: The operations manager or 
general superintendent back in the 
home office has often had the “full” 
management authority and responsi- 
bility for all phases of distribution, 
the chief engineer has frequently been 
in charge of all construction through- 
out the properties, and the controller, 
or his equivalent, has been known to 
conduct his office as if he were per- 
sonally responsible for every trans- 
action and for every last penny chang- 
ing hands in the business. The division 
manager supervises, and yet he doesn’t 
supervise. He manages and yet he 
doesn’t manage. 


HE lodging of authority and re- 

sponsibility ina few key menisthe 
basic point at issue. A prevailing sense 
of responsibility in a few is only fairly 
good. 

It undoubtedly represents an ex- 
tension of the one-man responsibility 
in a one-man company, or in a three- 
or four-man company. Ralph Waldo 
Emerson said: “An institution is the 
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lengthened shadow of one man.” To 
that extent the lengthened shadow of 
a sense of responsibility to three or 
four others in management is good. 
But if a business has grown to where 
it needs divisions, departments, and 


sections to run the various activities, 
why not lengthen the shadow to give 
the men who may be only “nominally” 
heading those organizational units the 
same sense of responsibility, interest, 
and enthusiasm as top management? 





AGA 1952 CONVENTION TIMETABLE, ATLANTIC CITY, 
NEW JERSEY 


Sunday, October 26th 
Registration in lobby, Auditorium (till 5 p. m.). 


Monday, October 27th 


Registration in lobby, Auditorium (till 5 p 

Joint Meeting, Natural and Manufactured es ‘departments, 
Ballroom, Auditorium. 

General Session, Ballroom, Auditorium. 

President’s reception, recreation, and dancing, Ballroom, 
Auditorium. 


Tuesday, October 28th 


Registration in lobby, Auditorium (till 5 p. m.). 

General Session, Ballroom, Auditorium. 

Home Service Round Table, buffet luncheon, Belvedere 

Room, Hotel Traymore; Industrial and Commercial Gas 

Section luncheon, Rose Room, Hotel Traymore; Account- 

ing Section luncheon, Rutland Room, Haddon Hall; Cor- 

porate Secretaries luncheon, West Room, Haddon Hall; 

Rate Committee luncheon, Mandarin Room, Haddon Hall; 

a Committee luncheon, Board Room, Claridge 
otel. 

Residential Gas Section, Trimble Hall, Claridge Hotel. 

Operating Section, Renaissance Room, Ambassador Hotel. 

Personnel Session, Tower Room, Haddon Hall. 

Ladies’ Party, Solarium and Music Room, Marlborough- 

Blenheim Hotel. 

GAMA Exhibit Night, Auditorium. 


Wednesday, October 29th 


Home Service breakfast, American Dining Room, 
more Hotel. 

Registration in lobby, Auditorium (till 5 p. m.). 
Joint Meeting, Industrial and Commercial Gas Section and 
Residential Gas Section, Trimble Hall, Claridge. Operating 
Section, Renaissance Room, Ambassador Hotel. Accounting 
Section, Viking Room, Haddon Hall. Accident Prevention 
Committee, Venetian Room, Ambassador Hotel. 
Exposition Inspection, Auditorium. 

Entertainment and dance, Ballroom, Auditorium. 


Thursday, October 30th 


Registration in lobby, Auditorium (till 5 p. m.). 

General Session, Ballroom, Auditorium. 

Accident Prevention Committee luncheon, Surf Room, Am- 
bassador Hotel. 

Operating Section, 22 Club, Ambassador Hotel. 
Entertainment and dance (Gas Appliance Dealers Night), 
Ballroom, Auditorium. 


1:00 p.m. 
9:00 a.m. 
10 :00 a.m. 


2 :00 p.m. 
9 :00 p.m. 


9-00 a.m. 
10 :00 a.m. 
12 :30 p.m. 


8:00 p.m. 


8 :00 a.m. Tray- 


9:00 a.m. 
10 :00 a.m. 
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A Public Relations Program 
For the Gas Utilities? 


For some time leading figures in the gas industry 

have been considering the advisability of adopting 

an industry-wide public relations program. What the 

steps in that direction have been, and how the plan 

is currently shaping up, are ably described in this 
article. 


By JOHN J. 


HERE is a tide in the affairs of 
= said wise old Will Shake- 

speare, which, taken at the flood, 
leads on to fortune. There are many 
men in the gas business today who 
feel that the tide of public opinion re- 
garding their industry is nearing its 
crest, and that a nation-wide job of 
public relations engineering—includ- 
ing flood control, strengthening of 
dikes, diverting of streams, and creat- 
ing public awareness—needs to be 
done now for the future success of the 
industry. 

The gas business is more than a 
century old. Originally a local indus- 
try in character, and even today a 
local industry to its millions of cus- 
tomers, it has grown in complexity 
and capacity, until its apologists have 
gone goggle-eyed trying to explain it 
in words of four syllables or less. 


*For personal note, see “Pages with the 
Editors.” 
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HASSETT* 


Originally a manufacturing business, 
it has been converted by the magic 
of natural gas into a vast under- 
ground transit system, fed by bubbling 
springs, sometimes 2,000 miles dis- 
tant. 

Once its individual member com- 
pany was an autonomous corporation, 
with its marketing area all staked out 
and waiting. It concerned itself only 
about its own little local problems of 
supply, raw materials, property, work- 
ers, revenue, and profits. Today it is 
still autonomous. But its sources of 
supply are frequently shared (and 
sometimes fought over) with a dozen 
companies across the nation. Its mar- 
kets are still limited geographically, 
but otherwise are constantly expand- 
ing. Its problems now depend on fac- 
tors over which it has little control. 


HE business has become an ex- 
tremely complicated one. Once 
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independent company executives are 
now petitioners before commissions, 
while a whole new library of Federal 
utility law is written into the books. 
Company salesmen now study weather 
charts and hearing schedules before 
aiming at more diversified sales to 
maintain steady load factors the year 
around. And operating engineers, who 
used to be preoccupied with pro- 
duction, have Lecome warehousemen 
struggling with an annual problem of 
too much supply in summer, too much 
demand in winter. 

Yes, the industry is changing, with 
some part of a utility’s “public” being 
affected by every change. It is prob- 
ably fair to say that many relation- 
ships between a company and one of 
its “publics” have been altered by re- 
cent developments, without much 
thought having been given to what 
they might mean to both parties. 
That’s only natural ; even when a great 
deal of thought goes into a new move, 
its impact on those affected isn’t al- 
ways correctly anticipated. 

There have been some grave public 
relations errors committed, however, 
mostly sins of omission. They have 
not been fatal, but they must not be- 
come chronic if the industry is to 
prosper. 

The essence of a good public rela- 
tions program is to do a good job, 
and then see to it that everybody 
hears about it. No one will deny that 
the industry has done and is doing a 
wonderful job. Many people do not 
know how good a job has been done, 
and there lies the heart of the problem. 


Ww" are the things the public 
should know to appreciate the 


gas business properly? Resisting the 
NOV. 6, 1952 


temptation to say “Everything!” we 
can settle on several basic premises. 
James F. Oates, Jr., chairman of The 
Peoples Gas Light & Coke Company 
in Chicago, wrapped them up like this 
in a speech at AGA’s convention a 
vear ago: 


The question of a public relations 
program for the gas industry can be 
considered only in the light of such 
basic facts as: 

1, Gas is distributed and sold to the 
public by public utilities whose busi- 
ness is affected with a public interest 
and therefore regulated. The business 
deals with large groups of individuals 
—the consumers, virtually the public 
itself; large groups of employees ; and 
large groups of owners—the stock- 
holders. 

2. Our service fulfills the daily hu- 
man needs of millions of individuals. 
In many areas of our land it is in- 
dispensable to health, comfort, welfare, 
and economic prosperity. 

3. Our fuel is in great demand and 
in many places in short supply. The 
public’s patience is growing thin. The 
public will not be denied service in- 
definitely, 

4. Our fuel is competitive and we 
all know that competition is the life- 
blood of free enterprise. A competitive 
product must be sold and appliances 
to use it must be sold. 

5. Our fuel is the best fuel. Its serv- 
ice is a modern miracle. It is taken for 
granted by millions of people as is the 
very air we breathe. Back of it all lie 
vast plants, untold expenditures of 
human energy, and unceasing dedica- 
tion to reliability and safety of service. 
Gas service must be kept safe and re- 
liable and it must be believed by the 
public to be safe and reliable. 

6. In a very real and vital sense, gas 
service, indeed the service of all utility 
companies, must be kept in private 
hands to save the capitalistic system. 
This means honest, efficient, and ade- 
quate service must be performed and 
recognized as such by the public. 
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_ type of public relations pro- 
gram which could fill that order 
would be, first and foremost, one car- 
ried out at the local level by the in- 
dividual company. Only a plan tailored 
to meet local needs could succeed. 

The cornerstone of such a program 
would be the furnishing of first-class, 
responsible efficient service at the 
lowest rates consistent with good busi- 
ness principles. Preferably the com- 
pany should operate an aggressive 
sales program of high-quality appli- 
ances, and it should strive to keep 
costs down and employee morale up 
constantly. The twin factors of ex- 
cellent gas service—reliability and 
safety—must be preached steadily to 
both consumers and employees. 

But service is only the cornerstone 
—it is not the entire building. A cus- 
tomer does not think of good service 
when he’s asked to pay higher rates 
for gas. What can excellent service 
mean to a prospective home owner in 
a new subdivision built beyond the 
mains? The fact that gas makes a fine 
cooking fuel makes little impression 
on the man who wants to heat his 
home with gas—and cannot because 
of supply shortages. 

No—service is fine, but the eco- 
nomic facts of life must be told and 
retold, before the customer’s under- 
standing of the company approaches 
the reasonable stage. 
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Some of these facts of economic 
life are so elementary they escape at- 
tention. Here’s one sample: People 
simply do not realize that a utility, 
with a “monopoly” on gas service in 
a community, is actually engaged in 
competition with the electric company 
in the same town. Unless the company 
is a combination of both electric and 
gas, this struggle is vital, but it in- 
variably is missed by the average cus- 
tomer. 


“T™ consuming public does not 
understand the importance of the 
gas industry in the national economy. 
Despite the American Gas Associa- 
tion’s placement of many articles on 
the unusual side of the business, the 
average American has little concep- 
tion of the power in a molecule of 
natural gas. He does not realize the 
magnitude of the funds needed to keep 
the industry rolling, nor the oppor- 
tunities for investment that its mem- 
ber companies present. He does not 
know he is getting the most amazing 
fuel bargain ever offered—a safe, 
clean, dependable, efficient fuel, with 
no fuss, bother, or effort—at prices 
competitive with fuels that cannot 
match its attributes. 

In fact, nobody really knows how 
much the public knows, thinks it 
knows, or wants to know, about gas 
and those who sell it and service it. 
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“THERE are many men in the gas business today who feel 
that the tide of public opinion regarding their industry ts 
nearing its crest, and that a nation-wide job of public rela- 
tions engineering—including flood control, strengthening 
of dikes, diverting of streams, and creating public aware- 
ness—needs to be done now for the future success of the 
industry.” 
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So we have a starting point for our 
PR program—a determination of 
public attitudes on the industry, both 
locally and nationally. Surveys should 
be comprehensive and continuing—to 
help set up the goals of the program 
and to check on their accomplishments 
or failures. 

What else is needed? Facts. Acres 
of facts, compiled from existing ma- 
terial and sought from new statistical 
and economic probings. These facts 
can provide the meat for national 
news stories and feature articles, and 
can be used as comparisons for pin- 
pointing a local situation. Just for ex- 
ample, let us pick a subject mentioned 
briefly before, and see how it could 
be given the PR treatment. What 
could a national program do for you 
—a local utility—if you were facing 
a rate case, and needed public opinion 
on your side to preserve your good re- 
lations with your community? 


we you could obtain a broad- 
side of successful public rela- 
tions techniques used by other utilities 
to win public acceptance of a proposed 
rate increase. You could study a mass 
of facts and figures on rate cases in 
other localities which might throw a 
constructive light on your company’s 
proposal. You might use firsthand 
knowledge (via the aforementioned 
facts supplied from a central PR 
office) of the national gas supply situa- 
tion. You can, in short, utilize much 
national material not now available, 
which would minimize the public’s ob- 
jections, if any, and would point up 
the soundness and reasonable nature 
of your own utility’s local rate request. 
Suppose your company is offering a 
new stock issue, attempting to reach 
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‘contacts 


local investors and attract new stock- 
holders. Perhaps you have a new and 
different “public” you want to reach— 
your employees. This national PR 
program will have already supplied 
you with new and simplified basic eco- 
nomic data on the industry for your 
house organ. At your request, another 
broadside of case histories can be ob- 
tained to guide in the presentation of 
an employee education drive, perhaps 
leading to an employee-stockholder 
participation plan in which your com- 
pany associates can buy a stake in 
their own future and security. 

Meanwhile the general atmosphere 
of investor acceptance will have been 
improved by a major program at the 
national level. This program would 
encourage investment of funds in gas 
industry securities by distributing spe- 
cially prepared industry material and 
background information to investors 
and financial publications. Increased 
with investment bankers, 
stock exchange firms, and security 
analysts would also be a part of this 
program. 


obey examples are only samples 
of the programs that could be 
launched from a central headquarters 
if an all-around industry PR plan won 
the support of the industry. If these 
particular examples sound somewhat 
familiar, there is reason for it since 
they would follow similar programs 
now in operation for the oil industry 
and for the electric industry. Such pro- 
grams would be an integral part of any 
national public relations operation. As 
a matter of fact, the gas industry a 
year ago established an AGA Public 
Relations Committee to work on and 
examine the feasibility of a national 
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Stepping Up AGA Public Relations 


cé HROUGH AGA, a broad base for public relations service and 
aid to gas utilities can be established that will develop within each 

community a comprehensive, tailor-made gas information program. 

Not until such programs are developed will this industry reap the public 
confidence it so richly deserves for services rendered.” 





program. This group, under the 
leadership of Ernest R. Acker, presi- 
dent, Central Hudson Gas & Electric 
Corporation, has held several meet- 
ings during the past year, and is con- 
vinced that the industry can and 
should launch a nation-wide program 
aimed at filling gaps in the current 
utilities’ local and national PR efforts. 
The writer has limited knowledge of 
the actual trend of these deliberations, 
but it is known that in the not too dis- 
tant future a carefully designed pro- 
posal will be forwarded by this group 
to member companies of the Ameri- 
can Gas Association, and serious ef- 
forts will be made to obtain their sup- 
port. 


A a starting point, it can be conced- 
ed that the parallel PR programs 
of associated industries would be ex- 
amined for application as solutions to 
common or related problems. In some 
instances, of course, the gas industry 
is likely to strike out on its own into 
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new fields of public relations. One of 
these fields is likely to be promotion 
of gas as an ideal fuel. Graphic 
demonstrations of its superior quali- 
ties as a fuel for home and industry 
can be expected. A greater emphasis 
on co-operation with educational in- 
stitutions, both elementary and ad- 
vanced, is another possibility. 


5 a general sentiment in the in- 
dustry seems to be for a local pro- 
gram operating from a central head- 
quarters. The logical location of such 
a nerve center is the industry’s own 
organization—the AGA. The AGA 
committee has studied the effects and 
operations of the nation-wide PR ef- 
fort recently launched by the Gas Ap- 
pliance Manufacturers’ Association, 
and found in them much that was 
commendable in advancing the utiliza- 
tion and public awareness of gas, The 
local angle, however, naturally is miss- 
ing from such a program. Further re- 
finement of the appliance PR tech- 
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niques is in prospect for a utility pro- 
gram. 

AGA already has the nucleus of a 
PR organization. Within its frame- 
work AGA now has a public informa- 
tion bureau, directing both publicity 
and publications. It has a promotion 
department and an advertising depart- 
ment, well financed through the so- 
called PAR (Promotion—Advertis- 
ing—Research) plan. The industry is 
now doing a good job, publicity-wise, 
with homemakers, home economists, 
and science students. Commercial and 
industrial gas users are now contacted 
publicity- and promotion-wise with 
brochures, newsletters, articles, a 
speakers’ bureau, and participation in 
national trade shows and expositions. 

The gas industry already enjoys 
good relations with the government. 
Its services and product safety stand- 
ards have been incorporated into Fed- 
eral government specifications, and, 
together, business and government 
conduct research in many areas. AGA 
does a good job in keeping the indus- 
try itself informed on safety, on eco- 
nomic education, and on accounting 
activities. But, the surface has only 
been scratched, and the original ex- 
ploratory efforts in this direction ac- 
tually only open the door to myriad 
opportunities for improving relations 
in each possible contact area. 


A= in public relations in 
which wide latitude of local ex- 
pression is required can only work 
properly when its directors are men 
seasoned on the firing line of the in- 
dustry. Here is where the know-how 
of a veteran, farsighted AGA commit- 
tee with its eyes on the national pic- 
ture but well aware of local pitfalls 
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and problems, can spell efficiency in- 
stead of confusion. For this reason, 
it is likely that the industry will prefer 
to run its own program, seeking out- 
side counsel for guidance, spot checks, 
and special events. This decision again 
is deduced from the industry’s attitude 
on problems that it has faced in the 
past. The gas business has never been 
a “Let George Do It” industry. When 
research was needed, when testing and 
inspection standards were sought, an 
already organized branch of the in- 
dustry was given the job, rather than 
an outside agent. The PR proposals, 
when and if they are made, will not 
recommend “farming out” much of 
the work, and this is for the better. 

At least one other topic likely to be 
included in any proposed PR program 
is a controversial one. It poses a ques- 
tion: How far should the industry as 
a whole go in opposing encroachment 
of government in the field of private 
enterprise? There is a school of 
thought that the gas business, though 
yet relatively untouched by creeping 
public enterprise, should stand shoul- 
der to shoulder with the electric in- 
dustry in opposition to socialistic 
schemes aimed at utilities. Another 
school clings to the belief that no one 
should “holler till he’s hurt.” A mid- 
dle ground must be sought on this im- 
portant issue. 


. is generally conceded that national 
institutional advertising of the free 
enterprise system has accomplished 
little. What is needed, instead of 
platitudinous boasts or impersonal 
sentimentality, is the establishment of 
a set of firm, clear principles to which 
every utility representative can point 
with pride. These should not be in- 
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flammatory, but should affirm the pub- 
lic interest and concern with which 
each local company operates. Misin- 
formation and vicious rumors should 
be laid to rest promptly. Facts, again, 
can confirm claims of sound operation 
in the public interest. Tax contribu- 
tions of gas utilities play a major role 
in community and national appropria- 
tions, and these should be singled out 
in publicity. The efforts of this indus- 
try to conserve natural resources are 
a matter of public record and must not 
be overlooked. The enlightened move- 
ments of other industries to oppose 
new encroachments of government 
can be supported prudently and openly. 


I any such program, the potential 
threat to national supply lines of 
natural gas through Federal owner- 
ship of tidelands must be reckoned 
with and explained fully. Such recent 
new moves as the attempt of govern- 
ment to make pipelines common car- 
riers when crossing public lands sound 
a warning that all must heed. Pending 
and proposed legislation, at the local 
level, should be scrutinized as care- 
fully as AGA, INGAA, and other na- 
tional groups watch national law- 
making operations. 


| reagent a word must be said about 
the combination company. With 
national electric information programs 
under way in several important direc- 
tions, the combination company has a 
responsibility to see to it that gas is 
not treated as a stepchild. In many 
such firms, more profit is made on 
electric operations, and more dollars 
are turned over, thus tending to direct 
a proportionate share of attention and 
care to electricity. Both deserve equal 
attention when it comes to service, re- 
liability, and public interest, and this 
cuts across all phases of the public 
relations proposals discussed here. 

This industry needs only the initia- 
tive and organization to take the facts 
known to each utility and knead them 
into workable masses of truthful, use- 
ful information that can convince 
people of its capacity for public 
service. 

Through AGA, a broad base for 
public relations service and aid to gas 
utilities can be established that will 
develop within each community a 
comprehensive, tailor-made gas in- 
formation program. Not until such 
programs are developed will this in- 
dustry reap the public confidence it so 
richly deserves for services rendered. 





“ye the regulatory commissions can give us the author- 


ity to restrict . . 


. sales of natural gas. Only the 


regulatory commissions can give us the authority to raise 
the price of natural gas to the consumer to more nearly the 
prices for coal and oil. The good old law of supply and demand 
does not function in the public utility business. It has been 
replaced by man-made theories of regulation which are solely 
in the hands of the regulatory commissions. Our regulatory 
commissions should give heed to this—and to the fact that the 
stockholders’ earnings are being counted in depreciated dollars.” 


—Stuart M. Crocker, 


President, Columbia Gas System, 
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Washington and the 
Utilities 


New Rule for Gas Rate Cases? 


ATURAL gas companies regulated 

by the Federal Power Commis- 
sion, as well as their attorneys, are very 
much interested these days in a new 
rule proposed to be adopted for gas rate 
increase cases. Objections are being re- 
ceived up to November 21st, but unless 
changed or modified by the commission, 
it will go into effect after that time. 

What the lawyers are concerned about 
is the possibility that the rule may limit 
the scope and content of rate case 
presentations to some extent. On the 
surface, of course, the rule simply speci- 
fies what data must accompany future 
rate increase tariff filings. The ostensible 
objective is to speed up procedures by 
requiring an adequate and uniform 
presentation of essential supporting case 
material. It does not, by its terms, limit 
any additional or other types of informa- 
tion or evidence which the applicant for 
an increase cares to submit. But cautious 
practitioners reason that the rule, by 
spelling out what the FPC deems to be 
essential, gives a pretty good indication 
of what is likely to be ignored or given 
slight consideration, if admitted. 

Three “reform” features of the rule 
are attracting such notice as being pos- 
sible steps in the direction of advanced 
enforcement of policy decisions through 
the adroit medium of a routine pro- 
cedural rule. 

First, there is the requirement that 
“test year” information be submitted to 
support proposed rate increases. While 
the “test year” standard has long been 
followed by the FPC, does the rule mean 
that the FPC will no longer consider any 
alternative “forecast” data? Utility coun- 
sel have argued that the “test year” re- 
quirement, to the exclusion of forecast 
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data, puts them in a hindsighted strait 
jacket, unable to give evidence of well- 
known predictable cost increases which 
the utility will have to pay. “Test year” 
adherents contend that such forecast 
data are uncertain if not conjectural. Of 
course, it is a rule that could work two 
ways in a price-dropping period, but who 
can foresee that? 


oo the rule requires “cost of 
capital” information on debt, pre- 
ferred and common, along with earnings- 
price ratios and other market data for the 
past five years — broken down into 
months for the previous year. This re- 
calls the controversy over the Northern 
Natural Gas Company decision and re- 
cent insistence by Chairman Buchanan 
and Commissioner Smith that the FPC 
has not substantiated any new return 
standard for its traditional practice of 
basing return on property cost (as dis- 
tinguished from stock market opinion). 

The third “reform” is the requirement 
that the gas rate increase applicant be 
prepared to go on the hearing stand and 
prove its case as soon as the application 
is filed, even though the FPC may con- 
tinue its practice of almost automatically 
suspending rate increases for the statu- 
tory 5-month period. Some gas com- 
panies have been criticized for trying to 
anticipate the “lag” by filing for rate 
increases which could not be justified at 
the time of filing. This practice appar- 
ently would be prevented by the proposed 
rule. 

Incidentally, the U. S. Supreme Court 
recently denied a further review of a 
lower court ruling which would require 
the FPC to hold additional hearings on 
competitive pipeline applications for cer- 
tificates to serve the New England area. 
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The Third U. S, Circuit Court of Appeals 
had so ruled in the case of Northeastern 
Gas Transmission Company, whose ob- 
jection to sharing the New England 
market with Algonquin Gas Transmis- 
sion Company had been dismissed by the 
FPC. 
* 


Gas Men Hit FPC and OPS 
Rulings 
tT. Independent Natural Gas Asso- 
ciation of America wants the Fed- 
eral Power Commission to “promptly 
re-examine” the basis of its new rate 
return formula. Association members in 
a resolution said that the FPC has 
used the new rate formula in recent 
proceedings involving interstate pipeline 
companies. 

The formula constitutes “a radical de- 
parture from prior rate-making prin- 
ciples” and impairs the gas industry’s 
ability to attract new capital to finance 
expansion, the group stated. 

The FPC formula, said the association, 
has caused a reduction in the market 
value of natural gas stocks. This in- 
directly will be harmful to the public 
interest because, if pipeline companies 
cannot expand, they cannot adequately 
service their areas, it said. 

Association members cited the recent 
case involving the Northern Natural Gas 
Company in which the FPC gave a 54 
per cent return to Northern in place of 
the customary 6 per cent. 

Charges that the Federal Power Com- 
mission has departed from its long-time 
practice of using the “net investment rate 
base” for determining natural gas pipe- 
line rates were denied by FPC Chairman 
Thomas C, Buchanan, in an address to 
a New York analyst group, reviewed in 
“What Others Think,” post page 734. 

He said that recently concern has been 
expressed over FPC action taken with 
respect to three cases—the Northern 
Natural Gas, Colorado Interstate, and 
Mississippi River Fuel—and blamed it 
more on an “ill-considered” warning 
from an investment advisory service than 
on any change that has taken place .in 
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the commission’s own particular views. 

Publication of the advisory service in- 
formation did more to depress the 
natural gas stocks than did any action 
of the FPC, he stated. The commission, 
he declared, has never had any fixed pat- 
tern of determination but has examined 
each case on its own merits. There has 
been no deviation from a policy of grant- 
ing 6 per cent return since there never 
was any such policy, he said. “It is not 
accurate to say the commission has one 
rate of return which it applies regardless 
of the facts of the case.” 


r the first major natural gas rate case 
in 1940, the Natural Gas Pipeline 
Company was allowed a “reasonable” re- 
turn of 63 per cent. In 1945, he reported, 
Mississippi River Fuel Corporation was 
given a 6 per cent rate of return. Safe 
Harbor Water Power Corporation in 
1946 was found to have a reasonable rate 
of return of 5 per cent, 

He asserted that, broadly speaking, the 
net investment rate base which is still 
used consists of cost of properties used 
and useful in public service, less accrued 
depreciation, with a reasonable allowance 
for required working capital. 

Moreover, he said, it is true that in 
reaching its conclusions the commission 
has emphasized the cost of capital con- 
cept specifically mentioned in the Hope 
Natural Gas Case, but “this is neither 
a new nor novel emphasis.” 

He added that “there was no warrant 
for the charge that the commission in the 
Northern Natural and other recent cases 
has departed from its long-time practice.” 
Chairman Buchanan explained that over- 
all rate of return standing by itself does 
not mean very much in the analysis of 
common stock. The cost and quantity of 
senior capital must be taken into con- 
sideration, too. 

Therefore, a 54 per cent over-all return 
for Northern Natural Gas provided for 
8.75 per cent on common stock. The 
common amounted to 44 per cent of total 
capital. “And I do not believe that 8.75 
per cent on common equity of a utility 
of Northern’s standing can be said to 
be unreasonably low.” 
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The 6 per cent found reasonable for 
Mississippi River Fuel contemplated 9.3 
per cent on common and, in the Colorado 
Case, the 53 per cent over-all return 
allowed &.45 per cent for common equity. 

Stockholder judgment often plays an 
important part in rate determination, he 
declared. If investors believe that for a 
given stock, a yield of 6 per cent and 
an earnings coverage of 9 per cent are 
required to call forth their capital, then 
the stock will generally sell on the basis 
which reflects these facts and that “is the 
best means of informing our judgment 
as to earnings and dividend requirements 
on common stock,” he told the group. 

General market sentiment also exerts 
an influence on rate making. A 6 per 
cent yield may be wholly adequate to 
attract investor capital at one time, 
whereas 5 per cent or 7 per cent may 
be required at other times, he explained. 

While the commission goes to the 
market for information to base its rate 
decisions on, any attempts to make earn- 
ings support a given market value would 
be “putting the cart before the horse.” 
Furthermore, he declared, such action 
would conceivably lead to widespread 
and unhealthy speculation. 


a in its Omaha meeting, speak- 
ers at the INGA convention attacked 
attempts of the Office of Price Stabiliza- 
tion to control the price of natural gas. 
“The price which the gas producer re- 
ceives for his product is an all-important 
factor in a sustained and ample supply,” 
Russell B. Brown, general counsel of the 
Independent Petroleum Association of 
America, declared. 

Mr. Brown told the Omaha meeting 
that “there is no need or justification” 
for price controls on natural gas. 

“The going field price of gas is far 
below its intrinsic value,” he asserted. 
“Under these circumstances, price con- 
trols become growth controls. Such 
artificial controls serve only to foster 
shortage.” 

Speaking on “The Viewpoint of the 
Independent Producer,” Mr. Brown 
pointed out that only 6 cents out of every 
dollar the natural gas consumer pays 
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reaches the producer. Last year, gas 
producers received in the neighborhood 
of $500,000,000. The sale of this amount 
of energy, had it been in the form of 
crude oil, would have returned more than 
$3 billion for reinvestment and enlarge- 
ment of supplies for the future. 

The IPAA official added that “When 
the disparity between what is paid for 
the production of gas as compared with 
other energy resources becomes fully 
recognized, the problems of the producer, 
the transporter, the distributor, and the 
consumer will be resolved in a normal 
competitive economy.” 

Referring to the percentage depletion 
provision in Federal tax laws, Mr. 
Brown said as this provision becomes 
better understood, its acceptance becomes 
greater. 

“There has been recent evidence,” he 
pointed out, “through the report of the 
President’s Materials Policy Commis- 
sion (Paley Commission) that more of 
the administrative agencies may accept 
with approval its continuance.” 

Mr. Brdwn voiced concern of the con- 
tinued threat of possible Federal control 
over the production of natural gas and 
referred to policy shifts by the Federal 
Power Commission in its interpretation 
of the commission’s authority under the 
Natural Gas Act of 1938. 

“The effect of the uncertainty as to 
how the law is to be interpreted is to 
confuse the producer of gas and to dis- 
courage aggressive gas-producing activi- 
ties,” he added. The serious effect on the 
consumer of gas is to deny or make 
uncertain a continued supply. 


P. RATHER, president of Southern 
e Natural Gas Company of Birming- 
ham, Alabama, was elected president at 
the day-long convention on October 6th. 
John F. Merriam of Northern Natu- 
ral of Omaha was re-elected first vice 
president, and S. B. Irelan, president of 
Cities Service Gas Company of Bartles- 
ville, Oklahoma, second vice president. 
The third vice president, a new officer, 
will be J. J. Hedrick, president of the 
Natural Gas Pipeline Company of 
America, Chicago. 
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Financial News 
and Comment 


By OWEN ELY 


Is the FPC Turning a Damper 
On Gas Expansion? 


Te address of Chairman Buchanan 
of the Federal Power Commission 
before the New York Society of Security 
Analysts on October 8th drew a record 
crowd, and even with an “overflow” 
loud-speaker meeting on another floor not 
all could be accommodated. (See further 
review in “What Others Think,” page 
734.) This reflected the widespread in- 
terest in FPC regulation of the natural 
gas industry, following the recent deci- 
sions in the Northern Natural Gas and 
Colorado Interstate Gas cases, which 
were publicized as very adverse to the 
industry by Standard & Poor’s. In these 
cases the commission had used the so- 
called “cost of money” basis for deter- 
mining fair rate of return on the rate 
base. 

The opinion in the Northern Natural 
Gas Case was handed down June 11th. 
The company had sought a return of 6 
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per cent but the FPC staff held that it 
should not exceed 54 per cent, and the 
commission sustained the staff. The com- 
pany is one of the conservatively capi- 
talized gas companies, with a 44 per cent 
common stock equity at the end of 1950. 
Its bonds had been sold to the public at 
the very low average interest cost of 2.55 
per cent, including the expense of flota- 
tion. The FPC determined the cost of 
common stock money by using average 
earnings-price ratios for selected natural 
gas stocks (considered comparable to 
Northern) for a period of years from 
1946 to the time when the hearings ended 
in 1951. This figure worked out at 8.1 
per cent as an average for seven stocks, 
or 8.5 per cent as an average for four. 
The commission allowed 8.75 per cent 
and added .50 per cent to cover flotation 
costs, making 9.25 per cent. The two 
money costs were then weighted by the 
respective percentages of bonds and com- 
mon stock outstanding, the over-all cost 
being 5.50 per cent. 


SOMEWHAT similar method was fol- 
lowed in the Colorado Interstate 
Gas Case, decided August 11th, in which 
the commission ordered the company to 
reduce wholesale rates by $3,111,000. 
While the company had contended for 
a rate of return of 63 per cent, the com- 
mission allowed only 5? per cent and also 
maintained that 5 per cent would have 
been adequate. 
In his talk before the analysts, Chair- 
man Buchanan held that these decisions 
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did not indicate a new departure in regu- 
latory thinking or policy, but followed 
“the standard of the Brandeis dissent in 
the Southwestern Bell Case [PUR1923C 
193], and the decisions in the Bluefield 
Water Case [PUR1923D 11], and the 
Hope Natural Gas Case [51 PUR NS 
193], ranging from the early 1920’s to 
1943... . In the first major natural gas 
rate case, Natural Gas Pipeline Company 
of America, decided in 1940 [35 PUR 
NS 41], the rate of return found reason- 
able was 63 per cent. In the Mississippi 
River Fuel Corporation Case, decided in 
1945 [63 PUR NS 89], 6 per cent was 
found reasonable. In the Safe Harbor 
Water Power Corporation proceeding, 
1936, which was an electric utility rate 
case, 5 per cent was found appropriate. 
In the recent Colorado Interstate Nat- 
ural Gas Company opinion, issued Au- 
gust 8, 1952, 53 per cent was allowed, in 
the Mississippi River Fuel Corporation 
opinion, issued August 4, 1952, 6 per 
cent was found reasonable, and in the 
Northern Natural opinion, issued June 


11, 1952, 53 per cent was allowed.” 


HE Supreme Court in the Bluefield 

Case (decided about thirty years 
ago) stated that “the return should be 
reasonably sufficient to assure confidence 
in the financial soundness of the utility 
and should be adequate, under efficient 
and economical management, to maintain 
and support its credit and enable it to 
raise the money necessary for the proper 
discharge of its public duties.” In the 


Hope Natural Gas Case, the court stated: 


From the investor or company point 
of view it is important that there be 
enough revenue not only for operating 
expenses but also for the capital costs 
of the business. These include service 
on the debt and dividends on the 
stock. ... By that standard the return 
to the equity owner should be com- 
mensurate with returns on investments 
in other enterprises having correspond- 
ing risks. That return, moreover, 
should be sufficient to assure confi- 
dence in the financial integrity of the 
enterprise, so as to maintain its credit 
and to attract capital. ... 


The Supreme Court did not specify 
just how the “capital costs” method 
should be applied. It merely indicated 
the general objective as to maintaining 
credit and attracting capital. This is a 
sound and essential regulatory policy, 
especially in the present period when the 
gas industry is engaged in the largest 
construction program in its history, with 
a correspondingly heavy volume of fi- 
nancing. But it appears to many Wall 
Street observers that the Federal Power 
Commission has paid only perfunctory 
attention to the Supreme Court objective 
of “attracting capital” and that its recent 
decisions may have the opposite effect of 
making it more difficult for the industry 
to finance. 


N the first place, it would seem that 
the commission has placed undue 
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weight on past costs of financing and 
has not given sufficient weight to present 
costs. It is well known that interest rates 
(1) were formerly abnormally low due 
to the government’s desire to finance its 
debt at a minimum cost, and (2) that 
they are now in an uptrend. It seems 
quite doubtful whether any gas company 
will ever again be able to obtain mort- 
gage money on a 2.55 per cent basis. As 
indicated in the accompanying table of 
“Current Yield Yardsticks” (page 726), 
bonds rated Aaa by Moody’s have been 
selling recently to yield 3.04 per cent, 
and it is usually necessary to allow a 
“spread” of .10 or .20 per cent for a 
new issue as compared with an old. The 
latest Aaa bonds offered were the Du- 
quesne Light Company Ist 33s of 1982, 
which were sold by the company to the 
offering syndicate at approximately 102. 
Thus it seems ridiculous to talk about the 
cost of mortgage money approximating 
24 per cent. While the historical cost 
must be recognized, at least equal weight 
should be given to current cost. 

It is interesting to note that even the 
largest of the new pipeline companies, 
Texas Eastern Transmission Company, 
recently had to pay 4 per cent on $30,- 
000,000 first mortgage bonds, with a 
rather early maturity (1967), sold to a 
group of institutional investors ; and the 
company had to pay 54 per cent on $19,- 
000,000 preferred stock sold to the pub- 
lic. These rates compared with some 
earlier costs of 34 per cent on $78,000,- 
000 bonds due 1970, and 44 per cent on 
a convertible preferred stock issue of 
about $20,000,000. 


B” in this case the company had to 
contend with other adverse factors 
besides the rise in interest rates. In its 
prospectus covering the preferred stock 
issue, it had to append a footnote to its 
earnings statement (page 7) as follows: 


See the section Rate Increase Appli- 
cation and Rates for information relat- 
ing to (i) the company’s filing of rate 
schedules calling for increased rates 
and the suspension by the Federal 
Power Commission of such rate sched- 


ules, and (ii) the adverse effect on 
the company’s earnings which will re- 
sult during the period of the suspen- 
sion and which will result thereafter 
to the extent that such increased rates 
as ultimately permitted to become 
finally effective do not fully reflect 
increased costs and expenses. 


On page 20 the prospectus further 
stated : 


The new rate schedules are based on 
an allowance for a return of 64 per 
cent on the company’s estimated net 
rate base. Reference is made to the 
section Regulation for information 
with respect to the allowance by the 
commission of rates of return of only 
6 per cent in most of the recent in- 
stances and of only 53 per cent in an 
opinion dated June 11, 1952... . The 
company expects that the commission’s 
action in suspending the proposed 
rates and deferring use thereof will 
result in a substantial adverse effect 
on the company’s earnings for the 
months of August, September, and 
October, 1952, unless such suspension 
is earlier terminated. 


N the second place, the Federal Power 
Commission is using two statistical 
bases not clearly related. In arriving at 
the cost of common stock money it has 
apparently leaned heavily on average 
historical price-earnings ratios, or the re- 
lation of market prices to earnings. Then 
it has applied the resulting cost of com- 
mon stock money (after combining it 
with cost of senior money on a weighted 
basis) to an original cost rate base. While 
original cost means net plant cost plus 
working capital, the corresponding fig- 
ures on the other side of the balance sheet 
are the par value of the senior capital and 
the book value of the common stock. 
But it is a well-known fact that, for 
various reasons which need not be elabo- 
rated here, most utility common stocks are 
selling at a substantial premium over 
their book values. In the case of electric 
utility stocks, Vice President Lyles of 
First Boston Corporation (see previous 
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issue Of the ForTNIGHTLY, page 553) 
has calculated the average premium to be 
37 per cent. The premium is probably 
larger for some of the new natural gas 
pipeline stocks; thus for Texas Eastern 
it approximated 70 per cent earlier in the 
year and is currently estimated at around 
40 per cent. 

For convenience let us assume that nat- 
ural gas stocks have been selling recently 
at market prices averaging 50 per cent 
over book value. Thus, if the cost of 
common stock money was found to ap- 
proximate 9 per cent (about the rate 
found in the Northern Natural Gas 
Case), it is obvious that this rate would 
produce earnings equal to only 6 per cent 
when applied to book value, since the lat- 
ter amount is only two-thirds as much 
as market price. On this basis the total 
“cost of money” would be arbitrarily 
scaled down by roughly one-quarter, after 
allowance for the cost of bond money. 
This example is merely given for illus- 
trative purposes only, and does not imply 
that the commission would get so far out 
of line. 


M* BucHANAN stated, “I would not 
want to leave you with the impres- 
sion, however, that the determination of 
rate of return is merely a mathematical 
computation. It involves the weighing of 
evidence, some of which might be quite 
contradictory. It requires the assembly of 
pertinent facts into supportable conclu- 
sions, which, in the judgment of regula- 
tory commissions, gives a fair and reason- 
able return according to the record of 
the case. In addition, the determination 
of the commission is subject to judicial 
review.” 

In connection with the latter point, it 
may be noted that Moody’s Utility Serv- 
ice reported on October Ist that the FPC 
had asked the U. S. Circuit Court of 
Appeals to vacate an order staying the 
$3,111,187 annual rate reduction of Colo- 
rado Interstate Gas Company ; attorneys 
for the FPC contended that the court 
lacked jurisdiction until the company 
had filed a petition for review and ex- 
hausted administrative remedies. Yet on 
October 4th the same service reported 


that the FPC had denied the company’s 
application for a rehearing. 

In summary, it may be said that Chair- 
man Buchanan’s talk, and his replies to 
written questions propounded by the 
analysts, did not seem to dissipate the 
apprehension with which Wall Street has 
interpreted the latest FPC rulings, It is 
to be hoped that in the near future Con- 
gress, the courts, or the FPC itself will 
find means to clarify the regulatory issue, 
and also to speed up the regulatory proc- 
ess, in order to stabilize the earnings of 
the gas companies and prevent the con- 
struction and finance programs from be- 
ing jeopardized or consumers deprived of 
desired services. 

* 


Tax Savings from Accelerated 
Amortization Should Be 
Explained 


HELLY PIeERceE, financial editor of the 

Journal of Commerce, recently pub- 
lished a story in that paper under the 
4-column headline “Rapid Write Offs 
Seen Distorting Utility Net.” Such a 
headline seems a little disturbing and 
bearish. Pointing out that the electric 
utilities had enjoyed a good August, he 
said “the question has been raised as to 
how much of the improvement in income 
statements was due to accelerated 
amortization of emergency facilities on 
which certificates of necessity have been 
granted. Because of the many practices 
which are being used by the utilities in 
handling the accelerated amortization, 
comparisons with a year ago are said to 
have become valueless.” 

Obviously, the electric utilities should 
be careful not to let the impression be- 
come widespread that their earnings fig- 
ures are “distorted” or “padded.” Cer- 
tainly this would not be true for the 
utilities as a whole, since accelerated 
amortization has only recently begun to 
appear in a small way in some of the in- 
dividual interim statements. While such 
questions already have been discussed in 
this department several times,’ it may be 
~ 1September 11 and February 28, 1952, and 
— 20, September 13, and August 2, 
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worth while to recapitulate as to the 

various methods which may be followed : 

I. Should the saving be shown in the 

income statement? 

The probable intent of Congress in 
permitting accelerated amortization 
was to aid the companies in financing 
their construction programs, It may 
also be assumed that when the defense 
program tapers off, tax rates will be 
lower. For these reasons some utilities 
which have freedom of choice may feel 
justified in showing the savings in 
their income statements, This raises 
the following questions: 

a. Where should the saving be lo- 
cated? 

(1) It may be shown as a credit 
following the regular income tax 
item (as in the American Gas & 
Electric income statement) which 
seems the most logical position. 
However, this may raise the ques- 
tion as to whether the item would 
affect the earned rate of return on 
the rate base. 

(2) It may be shown as a “special 
tax adjustment” following net in- 
come, with net income stated “be- 
fore” and “after” (as done by West 
Penn Electric). 

. Should it be included in share earn- 
ings? 

(1) If so, it should be clearly ex- 
plained, preferably in the income 
account itself, but at least in a foot- 
note, in order to avoid the charge 
that earnings are “distorted.” 

(2) Perhaps a better method is to 
show share earnings “before” and 
“after.” 

(3) In any event, it should be in- 
dicated whether the saving is con- 
sidered available for dividends. 

II. The saving may be placed in a spe- 
cial reserve, as done by Consumers 
Power Company. 

But interim statements of the latter 
company merely refer in a footnote to 
the order of the Michigan Public Serv- 
ice Commission, without indicating 
what is done with the saving; a more 
detailed explanation would seem worth 
while. 
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The stockholder and the analyst nat- 
urally want to know how much benefit 
the company is currently obtaining from 
tax savings since in a strict or technical 
sense the amount saved represents bor- 
rowing from the future. Companies which 
reported large tax depreciation in the 
1920’s and 1930’s (as compared with the 
amounts reported to stockholders) also 
gave an artificial fillip to share earnings 
—but now they may have to pay higher 
taxes because a large part of the property 
has been written off on the Treasury 
books. 

Full information to stockholders is 
particularly essential when the company 
is paying, or plans to pay, cash dividends 
which are partially or entirely free from 
current income tax payments. Such divi- 
dends can, of course, only be paid in cases 
where a company has already written 
down its earned surplus (on its income 
tax books) close to zero, as otherwise 
the failure to earn the dividend currently 
after deducting accelerated amortization 
would be made up by earned surplus. 
At present only a few companies are in 
this class (Southwestern Public Service, 
Washington Water Power, etc.) but 
other cases may develop as larger allow- 
ances for amortization go into effect. 


HE Irving Trust Company about 

September 29th held a conference 
with twelve utility analysts to obtain their 
views on these questions. A special bul- 
letin was issued by the bank, from which 
we quote as follows: 


The analysts first of all want to know 
whether or not a company is going to 
use the certificates of accelerated 
amortization. If so, most of them would 
like to receive a special release explain- 
ing the company’s policy, at the time 
it is established. A new bulletin need 
not be prepared each time a new certifi- 
cate is issued on the additional prop- 
erties. However, they would like to be 
kept informed of current happenings 
through the annual and the quarterly 
reports. They would like to see in- 
cluded in the initial bulletin opinions 
of your state regulatory authorities on 
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these matters—either the order or a 
summary of the order. 

The analysts are concerned with the 
accounting procedure you will use and 
how it will affect each income state- 
ment and balance sheet, On the income 
statement they want to know how the 
tax reduction will be handled and what 
the amount will be each year. As to the 
balance sheet, will the tax reduction 
be carried to surplus or to a reserve, 
and will you establish or accept any 
restrictions thereon? .. . 

The twelve analysts were asked how 
they would handle the amount of the 
tax reduction in the earnings-per-share 
figure when calculating earnings-price 
ratios. The majority generally will give 
consideration to earnings-per-share 
figures, both including and excluding 
it, but the tendency is to give more 
weight to the earnings excluding the 
reduced tax. Only three will entirely 
exclude any benefits of the tax reduc- 
tion in their analyses. 

The additional income which results 
from the tax reduction can be included 
in the balance sheet under a variety 
of headings, such as reserve for de- 
ferred taxes or as segregated surplus 
not available for dividends. This may 
have an effect on capital structure 
ratios. When calculating capital struc- 
ture ratios, the analysts are in agree- 
ment that they will include it with the 
common stock and surplus if it is re- 
ported as segregated surplus. How- 
ever, the majority will not include the 
accumulated tax reduction item with 
common stock and surplus if it is re- 
ported as a special reserve for deferred 
taxes. 


Copies of the bulletin containing addi- 
tional details may be obtained from John 
Childs, assistant vice president of Irving 
Trust Company, One Wall Street. 


* 


SEC Gets Cold Eye from 
“Public Plants” 
HE plans of the Securities and 
Exchange Commission for § 30 of 
the Holding Company Act are beginning 


to worry public power and gas groups. 
This comes as a result of the recent sug- 
gestions made by SEC Chairman Cook 
that his public utilities division might 
utilize that section to carry on a study 
of gas and electric utility system opera- 
tions, now that the holding company re- 
organization work (under § 11) is draw- 
ing to a close. 

In his original discussion, before a 
public utility seminar in Ann Arbor, 
Michigan (subsequently carried as a 
signed article in Pustic UTILITIES 
FortnicuHtiy, September 11, 1952, 
issue), Cook pointed out that the SEC 
staff could use § 30 as a basis for making 
helpful recommendations as to the fur- 
ther integration of gas and electric sys- 
tem operations, This would be done in 
the interest of efficiency, economy, etc., 
and he suggested that it might also em- 
brace possibilities of integrating publicly 
and privately owned properties. 

The American Public Power Associa- 
tion was not enthusiastic at all. The 
association’s magazine, Public Power, 
editorially questioned any Federal 
attempt to influence the consolidation, or 
even interconnection, of public and pri- 
vate operations in the interest of local 
efficiency or otherwise. In a subsequent 
meeting between the head of the asso- 
ciation and Chairman Cook, the latter 
took pains to point out that such staff 
recommendations would be purely advi- 
sory and could in no sense interfere with 
or influence the operation of a publicly 
owned system. 

Criticism continues and has even ex- 
tended to Rural Electrification Adminis- 
tration co-op circles. But it is not certain 
just what kind of safeguards, if any, the 
public power groups could demand as a 
protection against SEC intervention con- 
cerning municipal gas and electric plants 
or co-op operations. 

Public power groups (including co- 
ops) may be vulnerable to some extent, 
especially a number of small municipal 
plants, to recommendations that they be 
merged with local system operations from 


the standpoint of efficiency and economic . 


operation. The same is doubtless true 
of a number of co-op operations. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Pipelines 


Mississippi Riv. Fuel .... 
Southern Nat. Gas ...... 
Tenn. Gas Trans. ........ 
Texas East. Trans. ...... 


Texas Gas Trans. 


Transcontinental Gas .... 


Averages 


Integrated Companies 


American Natural Gas .. 
Columbia Gas System ... 
Consol. Gas Util. ........ 
Consol. Nat. Gas ........ 


El Paso Nat. Gas 
Equitable Gas 
Interstate Nat. Gas 
Lone Star Gas ..... 


Mountain Fuel Supply .. 


National Fuel Gas 


Northern Nat. Gas ...... 
Oklahoma Nat. Gas ..... 
Panhandle East. P. L. .. 
Pennsylvania Gas ....... 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 


Southwest Nat. Gas 


United Gas Corp. ...... 
Averages ......... 


Retail Distributors 


Atlanta Gas Light ...... 
Brooklyn Union Gas .... 


Consumers Gas 
Chattanooga Gas 


Fall River Gas Works .. 


Hartford Gas 


Haverhill Gas Lt. ...... 


Houston Nat. Gas 
Jacksonville Gas 


Kings County Ltg. ...... 
ee errr 


Minneapolis Gas 
Mobile Gas Service 


New Haven Gas Lt. .... 
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Dec. 
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June 
June 
Mar. 


North Shore Gas ....... 
Pacific Lighting 

Portland Gas & Coke .... 
Rio Grande Valley Gas .. 
GEE vc ecacecatus 
3. at eee 
So. Atlantic Gas ........ 
Springfield Gas Light .... 
United Gas Improv. ..... 
Wash. Gas Light 

West Ohio Gas ......... 


Averages 
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International Util. ....... $1.40 48% $1.93 June 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


—— Share Earnings* — 
10/8/52 ive. Cur- Price- Div. 
Price rent %In- 12Mos. Earn- Pay- 
About Period crease Ended Ratio out 
tions Comp 
Bell System 
Am. Tel. & Tel. (Cons.) 153 
Cinn. & Sub. Bell Tel... 74 
Mountain Sts. T. & T. .. 
New England Tel 
Pacific Tel. & Tel. ..... 
So. New Eng. Tel. .... 


Averages 





D11% May 

4.56 D1 Dec. 
5.67 D2 June 
6.90 D7 June 
8.07** D5 Aug. 
Dec. 


SOYAAGH 8 
2Sssss 


Independents 


Central Telephone 
General Telephone 
Peninsular Tel. ........ 
Rochester Tel. 


Ss OaMNS 


ransit Companies 


oS 3 eee 
Dallas Ry. & Term. .... 
Greyhound Corp. ...... 
Los Angeles Transit .... 
Nat. City Lines 
Philadelphia Transit ... 
Rochester Transit 

St. Louis P. S. A 
Syracuse Transit 
United Transit 
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Water Companies 

Holding Companies 
Amer. Water Works ... 
N. Y. Water Service .. 


Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Serv. .... 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water .... 
Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Union Wt. ... 
San Jose Water 
Scranton-Spring Brook . 
Southern Cal. Water ... 
West Va. Water Serv. .. 


Averages 
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June 
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Dec. 
July 
Dec. 
Dec 
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Dec 
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Dec. 
Dec 

June 
June 
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June 
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C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Deficit. *Earnings are calculated on present number of shares outstanding, except 
as otherwise indicated. **On average shares outstanding. PF—Pro forma. x—Stock dividend 
also paid in 1951. NC—Not comparable. xx—In the six months ended June 30, 1952, the company 
teported a deficit—consequently it is unlikely that the 80-cent dividend will be maintained. 
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What Others Think 


FPC Members Speak Up—On Gas 
Regulation 


. is no longer any secret that there is 
increasing concern in the natural gas 
industry over restrictive regulatory poli- 
cies of the Federal Power Commission. 
Recently, the commission refused to 
make any change in its limited rate in- 
crease for the Northern Natural Gas 
Company. Northern had asked the com- 
mission to reconsider a July decision 
that cut a requested $10,000,000 rate in- 
crease to $3,000,000. It also asked FPC 
to review its June decision, which re- 
duced Northern’s rate boost proposals 
from $9,300,000 to $5,100,000. These 
natural gas decisions were responsible 
for creating considerable concern among 
investment circles in New York city and 
elsewhere over the future of regulated 
pipeline company earnings. 

The apparent adoption of a “cost of 
money” theory as a major factor in de- 
termining the natural gas industry rate 
structure has been widely regarded as 
the basis for the market weakness 
in natural gas securities. The FPC 
approach was seen to have the effect 
of allowing only reimbursement for the 
cost of debt capital and the cost of so- 
called equity capital as the basis for a 
return. The rate of return was limited 
to 53 per cent on a “cost of money” 
basis in the recent Colorado Interstate 
Gas Company Case, and 54 per cent in 
the Northern Natural Gas Company 
Case. Both cases will probably be 
appealed. There was some expectation 
that the industry might organize a “task 
force,” or some other special group, to 
study the possibilities of prompt remedial 
action—regulatory or legislative, as the 
situation warrants. 


Y coincidence, two members of the 
Federal Power Commission recently 
addressed themselves to natural gas 
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regulatory problems before different 
forums. Speaking before the New York 
Society of Security Analysts in early 
October, FPC Chairman Thomas C. 
Buchanan insisted that the commission 
has not forsaken the principle of over-all 
return on property in determining rates 
for interstate natural gas pipelines and 
denied that consideration of “cost of capi- 
tal” in rate cases is a departure from 
practice. He blamed recent weaknesses 
in gas securities on an investment ad- 
visory service publication, which he said 
did more to depress stocks than any 
action of the commission. According to 
Buchanan, “there has been little change 
in commission policy in respect to the 
determination of rate of return through 
the years the commission has had juris- 
diction over public utility rates.” He 
continued : 


It is well known that the Federal 
Power Commission in determining 
just and reasonable rates employs 
what is called a net investment rate 
base. Broadly speaking, the net in- 
vestment rate base consists of costs 
of properties used and useful in the 
public service, less accrued deprecia- 
tion, with a reasonable allowance for 
required working capital. The com- 
mission has used this method in all 
except its interim order in the Natural 
Gas Pipeline rate case, 1940, and the 
method was fully sustained by the 
Supreme Court in the Hope Natural 
Gas Company Case and other pro- 
ceedings. The method is used widely 
throughout the United States, being 
emploved by more commissions than 
any other rate base method. 


To FPC chairman admitted that the 
commission has emphasized the 
“cost of capital” concept specifically men- 
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tioned in the Hope Case, but said that 
“this is neither a new nor novel concept.” 
He explained : 


... Financial data bearing upon cost 
of capital has been introduced in rate 
proceedings as far back as I can re- 
member. Moreover, the cost of capital 
emphasis is employed not only by the 
Federal Power Commission but quite 
generally by regulatory commissions 
in this country. There was no war- 
rant, therefore, for the charge that the 
commission in the Northern Natural 
and other recent cases has departed 
from its long-time practice, 


Ss also took issue with criti- 
cisms of recent commission deci- 
sions charging the FPC with dropping 
its over-all rate base approach through 
a fixed percentage return. “Let me say 
that we have not forsaken the over-all 
rate base approach and we were never 
committed to an inflexible 6 per cent 
return,” he said. “The history of our 
natural gas regulation demonstrates that 
conclusively. But even if such industry 
conclusions were valid it was industry 
itself then that violated the alleged stand- 
ard. Those that complain now because 
we do not fix invariably a 6 per cent 
return are the very ones who sought rates 
of return of 64 per cent, even in excess 
of 7 per cent, completely disregarding 
the alleged 6 per cent standard and 
apparently without any attempt at justifi- 
cation other than desire for a greater 
yield and therefore a higher market for 
their common equity. Having themselves 
cut the pattern, it was incumbent upon 
us to trim it up or down to size. As I 
have said, we are concerned in assuring 
sound investment and an adequate return 
thereon. We have no interest in encour- 
aging speculation. The specter of 1929 
is yet too clear. Once we depart from 
the established price at the market place, 
we leave our channel markers and may 
end on the shoals.” 

Chairman Buchanan rejected the sug- 
gestion that the commission should fix 
the rate of return in such manner as to 
maintain the market value of securities. 


Such a method, he said, “would make 
regulation a complete sham.” “Actually, 
of course, the market value is reflective 
of earnings and any attempt to make 
earnings support a given market value 
would be putting the cart before the 
horse. Moreover, such a plan might con- 
ceivably have some economic repercus- 
sions. I am sure you will agree that the 
excessive speculation in holding company 
securities in the late 1920’s was a ma- 
terially contributing factor to the subse- 
quent financial debacle,” he added. 


"oa severe criticism of the commis- 
sion for its use of studies of the 
historical cost of capital in determining 
fair rates of return in the Northern 
Natural, Colorado Interstate, and Mis- 
sissippi River Fuel Corporation cases 
drew comment from another FPC com- 
missioner, Nelson Lee Smith, in his 
address last month before the Section of 
Mineral Law, American Bar Associa- 
tion, in San Francisco. Smith noted the 
assumption in some quarters that there 
is “something fixed and immutable about 
the 6 per cent rate of return . . . Implicit 
in some of the complaint against what 
has been called ‘the elimination of appre- 
ciation in the prospects of natural gas 
equities’ there appears to be an element 
of surprise that these securities should be 
treated as stable utility investments 
rather than as speculative ventures,” he 
said. 

“What, actually, has the commission 
done?” he continued. “Confronted in 
several instances by exaggerated claims 
—which it rejected — that inflationary 
conditions necessitated increases of rates 
of return to 64 per cent, 7 per cent, or 
higher, it sought objective standards 
upon which to base an informed judg- 
ment regarding the financial require- 
ments of the companies in question. Had 
it accepted their contentions on the basis 
of no more convincing evidence than they 
presented, or had it simply picked a 
figure out of the air, the commission 
would have been open to well-merited 
criticism. Instead it based its determina- 
tions upon what appeared to be the best 
measure of the composite judgment of 
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the market place as to returns currently 
anticipated on comparable investments. 
In so doing the commission was guided 
by the principles which the Supreme 
Court of the United States over thirty 
years ago stated as governing the deter- 
mination of the fair rate of return for 
public utilities.” 


OMMISSIONER Smith said a para- 

graph in the opinion of the court 

in the Bluefield Case “deals so effectively 

with the subject that its quotation in full 

seems appropriate in the present connec- 
tion.” The court said: 


. . . What annual rate will constitute 
just compensation depends upon many 
circumstances and must be determined 
by the exercise of a fair and en- 
lightened judgment, having regard to 
all relevant facts. A public utility is 
entitled to such rates as will permit 
it to earn a return on the value of the 
property which it employs for the 
convenience of the public equal to that 
generally being made at the same time 
and in the same general part of the 
country on investments in other busi- 
ness undertakings which are attended 
by corresponding risks and uncertain- 
ties; but it has no constitutional right 
to profits such as are realized or antici- 
pated in highly profitable enterprises 
or speculative ventures. The return 
should be reasonably sufficient to 
assure confidence in the financial 
soundness of the utility and should be 
adequate, under efficient and economi- 
cal management, to maintain and sup- 


port its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties. A rate 
of return may be reasonable at one 
time and become too high or too low 
by changes affecting opportunities for 
investment, the money market, and 
business conditions generally. (Em- 
phasis supplied.) 


Stressing the court’s recognition that 
rates of return vary from time to time 
in accordance with changes in invest- 
ment and business conditions, Smith 
noted that the court related such returns, 
not to speculative profits but to yields 
on comparable investment opportuni- 
ties. “These are not new or novel 
approaches,” Smith pointed out; “they 
have long been accepted as standards in 
public utility regulation.” Smith said the 
duty of the commission is to encourage, 
not to discourage, sound, conservative 
financial management and economy of 
operation. “It should not limit its atten- 
tion so closely to past performance as to 
ignore conditions which may reasonably 
be anticipated in making rates for the 
future,” he said. “Perhaps it can be 
shown,” he concluded, “that somewhat 
greater emphasis on prospective, as com- 
pared with past, costs of borrowing will 
be required to attract capital, or that a 
somewhat larger margin for the equity 
will be needed to maintain incentive, But 
if this is the case, the commission will 
have to be convinced of it by more com- 
pelling proof than has been offered thus 


far.’ 
—F, M. 





Field Storage for Chicago’s Gas Consumers 


: construction of large-volume 
underground storage facilities is 
the only sound solution to meet the in- 
creased demand for space-heating gas, 
according to James F. Oates, Jr., chair- 
man of The Peoples Gas Light & Coke 
Company of Chicago. At the Centennial 
of Engineering Convocation in Chicago 
two months ago, Oates described his com- 
pany’s successful search for and the plans 
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for the development of a vast natural 
gas storage “reservoir” deep within the 
earth, The particular geologic formation 
used by Peoples Gas is known as Hersch- 
er dome, located in western Kankakee 
and northern Iroquois counties in IIli- 
nois. Studies revealed the structure at 
Herscher to be a closed anticline—a giant 
dome nearly 15,000 acres in extent—con- 
taining a reservoir of highly porous and 
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permeable sandstone 100-feet thick and 
one-third of a mile below ground, “It is 
an aquifier [water-filled strata] of almost 
ideal characteristics and capacity,” Oates 
said. “Indications are it will have an ef- 
fective storage capacity that will prove 
larger than any storage field now in use, 
and a deliverability—the capacity to yield 
up the gas once it has been placed in stor- 
age—that will be higher than that of any 
field in operation.” 

Peoples Gas is counting on the reser- 
voir ultimately holding at least 90 billion 
cubic feet of gas which may be with- 
drawn as needed. According to Oates, 
the consumers of his company in one 
year use the equivalent of slightly more 
than 100 billion cubic feet of 1,000 stu 
natural gas. At full operation, the 
Herscher field is expected to be capable 
of delivering a very impressive peak-day 
maximum Of one and une-half billion 
cubic feet of gas frum storage. “Such a 
maximum delivery from storage, when 
combined with the delivery capacity of 
our system’s three long-distance pipe- 
lines, would make available to the con- 
suming public on peak days a volume 
which would be about two and one-half 
times the amount of gas which the Texas- 
to-Chicago region pipelines could deliver 
without the storage field’s help.” 


tb Herscher reservoir is also ex- 
pected to contain at least 90 billion 
feet of “cushion gas’”—which is used to 
exclude water from certain regions with- 
in the reservoir and to provide the steady 
pressure needed to maintain the field’s 
required deliverability. 

Construction plans call for the progres- 
sive development of the field as additional 
blocs of house-heating customers are 
connected to the mains of the distribu- 
tion companies. Unless the steel shortage 
alters the timetable, People Gas expects 
to inject the first gas in the summer of 
1953, and to withdraw some gas for use 
in the heating season of 1953-54. It is 
estimated that for initial operation, the 
project will cost approximately $17,- 
000,000 and that an investment of about 
$50,000,000 will be required to bring the 
field up to full operation. 


The need for a major storage field to 
serve the Chicago area has become acute 
since World War II, Oates said. He 
pointed to the 200,000 single-family 
dwellings now on the waiting lists of the 
several distribution companies. “With 
the demand climbing as it is—with new 
house-heating applications being received 
by these utility companies at the rate of 
approximately 10,000 each month—our 
analysts foresee a possible future addi- 
tional house-heating load of 800,000 cus- 
tomers. We are of the belief that the 
Herscher field can store sufficient gas so 
that eventually all of these customers can 
be supplied,” he said. 


O ATES believes a compelling factor in 
the rising dcmand for space-heating 
gas to be the fact that gas, traditionally 
the most attractive house-heating fuel, is 
selling, pursuant to regulated rates, ata 
price substantially less than the unregu- 
lated prices of competing fuels. “The 
selling price of gas here (in Chicago) 
has remained constant since long before 
the war while costs of oil and coal have 
more than doubled,” he pointed out. In 
order to protect the supply for the mass 
of general customers, he said, Peoples 
Gas, like other public utility companies, 
has been forced to operate under house- 
heating limitation orders—‘‘an unhappy 
and unendurable life, both for the public 
and for the public utility enterprise.” 
Oates stated : 


There is only one sound solution 
for this problem. The demand such as 
it is today cannot be met by just build- 
ing more costly pipelines, particularly 
when long-distance natural gas systems 
cost between $150,000,000 and $200,- 
000,000 apiece. It can only be solved 
by a large-volume underground stor- 
age facility which will build up ade- 
quate reserves for wintertime with- 
drawal, and do so at the lowest pos- 
sible cost to the utility company and 
the consumer. 

One can readily appreciate the worth 
of the Herscher field when we recall 
that at top capacity it will match the 
effectiveness, from the standpoint of 
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peak-day deliverability, of three new 
major pipeline systems which would 
cost more than $550,000,000 to build. 
Any such investment would be highly 
questionable, of course, because it 
would require the customer to pay a 
prohibitive price for every therm of 
heating gas he might use. 


Another factor in favor of under- 
ground storage is the 25 per cent load 
factor, Oates said. If the supply of nat- 
ural gas transported 1,000 or more miles 
from producing fields was used only to 
serve house-heating customers, the pipe- 
lines for the most part would lie idle in 
summer and would be only partly used 
during much of the remainder of the 
year, he pointed out. “To help mect the 
problem of extrcine seasonal fluctuations 
in the nouse-heating load, many utility 
companies not able to store the excess 
gas available during pesiuds Of low frm 
customer demand have adopted the policy 
of selling such gas on a low-rate inter- 
ruptible or off-peak basis to industries 
and businesses equipped to burn either 
gas or an alternative fuel.” Such a situa- 
tion, if it became permanent, would be 
contrary to the industry’s long-range pol- 
icies for the conservation of natural gas 
reserves, he said. If a utility were to pro- 
vide adequate storage space for its excess 
gas, rather than selling it for lesser eco- 
nomic uses, reserve supplies in the South- 
west fields would not be depleted so rap- 
idly, thus serving the public interest as 
well as its own. 


O ATEs concluded his address by stress- 
ing management’s primary respon- 
sibility to serve the public interest. “No 
thoughtful representative of management 
could honestly state anything else but 
that present-day management not only 
does, as a matter of sound business phi- 
losophy, but must, as a matter of self-in- 
terest, represent the public interest in the 
America of today,” he said. 

“Stated as briefly as possible,” he con- 
tinued, “the basic aim of management is 
the attainment of the maximum of pro- 
ductivity so as to provide an uninter- 
rupted and adequate flow of goods and 
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services at reasonable prices, while at the 
same time paying employees fair wages, 
providing them with good working con- 
ditions, making provisions for research, 
expansion, and replacement of proper- 
ties, and paying reasonable returns to 
the people who have invested their say- 
ings in industry. 

“These are worth-while objectives and, 
if attained, they will result in an improve- 
ment in the standard of living for all— 
employee, customer, investor, and man- 
ager alike. ... 

“To many people the term, capitalistic 
system of free enterprise, does not de- 
scribe the America of our age. In fact it 
is widely used to libel America. Through- 
out the greater part of the world, 
Capitalism means something completely 
foreign to our free, competitive system. 
Capitalism to the greater number of the 
world’s inhabitants means the predatory 
exploitatiun ot peoples and resources by 
selfish groups which deliberately create 
monopolies, which by agreement restrain 
trade and competition, and which have 
no conception of the vitality of competi- 
tion and the unceasing necessity of re- 
taining earnings for replacement, im- 
provement, and expansion of tools and 
plant. In contrast the business economy 
of America is, and must remain, dy- 
namic, not sterile. It is based upon belief 
in free competition, a way of life which, 
if actually observed by other than pious 
pronouncements, necessarily serves the 
public interest.” 


§ yp listed four facets of business 
success: profits, adequate tools and 
plant, an understanding and reliable or- 
ganization, and public confidence in the 
company and its products. “Each busi- 
nessman knows,” he said, “the inexorable 
law that if he betrays the public in terms 
of price, quality, or representation, his 
competitors will take away his business 
with startling rapidity. We have heard in 
recent years a considerable amount of 
talk about the evils of bigness per se and 
doubtless certain of these views have 
merit in certain quarters—but bigness 
is not evil per se for many reasons which 
we are beginning to comprehend.” 
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The March of 
Events 


In General 


Natural Gas Line Authorized 


: P- Board of Transport Commis- 
sioners recently authorized the 
Westcoast Transmission Company to 
build a natural gas pipeline from the 
northern Alberta-British Columbia bor- 
der area to Vancouver, British Columbia, 
and the British Columbia-United States 
border. 

Earlier, the board had given the com- 
pany a qualified authorization for the 
960-mile project, provided a survey 
would establish that there were enough 
gas reserves in the Peace river district to 
justify the line. 

In its final decision, the board said a 
survey made by Federal engineers had 
indicated reserves of 2,506 billion cubic 
feet in that area. 

On the basis of evidence before the 
board, the estimated reserves would be 


enough to supply for at least twenty-five 
years the company’s expected markets 
in British Columbia and the U. S, Pa- 
cific Northwest. 

To get into the U. S. market, West- 
coast will need authorization from the 
Federal Power Commission. It now has 
an application pending before that body. 

It has been indicated the U. S. au- 
thorization is essential to the construc- 
tion of the line, as the available British 
Columbia market ic not considered large 
enough to carry the $111,V00,009 cost of 
the Canadian section of the project. 

Westcoast officials said that if ap- 
proval were obtained from the Canadian 
and U. S. courts this year, construction 
of its line could be completed by mid- 
1954. 

The board’s order specified completion 
by October 31, 1955. 


* 
Connecticut 


571,000 a year. The company said the 
boost would go into effect on bills for 
service on and after November Ist. 

The electric bill of the average resi- 
dential user will increase by about 70 
cents a month, 


Rate Increase Authorized 


} ie~ Hartford Electric Light Com- 
pany on October 10th received au- 
thority from the state public utilities 
commission to increase its rates by $1,- 


ail 
Florida 


Agree to Plant Expansion 


B’ better than a 5-to-1 margin, Jack- 
sonville residents last month agreed 
with the city utilities commissioner that 
an $18,000,000 expansion and improve- 
ment program for the municipal electric 
light plant is urgently needed. 

The favorable vote on a revenue cer- 


tificate issue necessary to finance the new 
facilities was 6,240 for and only 1,057 
against, or 86 out of every 100 persons 
who voted, voted for the issue. The city 
thus received the green light from the 
voters to go ahead with a program which 
will take care of Jacksonville’s constantly 
increasing electric needs for the next few 
years, it was said. 
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Georgia 


Rate Increases Granted 


HE state public service commission 

last month granted rate increases of 
$1,604,000 to the Georgia Power Com- 
pany and $926.606 to the Southern Bell 
Telephone & Telegraph Company. 

The power company had asked the 
commission for a rate increase of $4,- 
250,000 and Southern Bell for $1,236,- 
800. The commission, however, trimmed 
the requests to cover only wage raises 
granted recently to employees of both 
companies. 

Commission Chairman Matt L. Mc- 
Whorter said the power rate hike will 
make a difference of from 5 to 25 cents 
a month in the bill of the average resi- 
dential consumer. 


There will be no increase for the first 
40 kilowatt hours of electricity per 
month to the consumer, Starting at 40 
kilowatt hours, rates will increase grad- 
ually for a high of an extra 25 cents per 
100 kilowatt hours per month. All over 
100 kilowatt hours will mean a 25-cent 
increase. 

For commercial users, the power com- 
pany was allowed a $377,600 net rate in- 
crease and for industrial users a $550,- 
000 net increase. 

The main increase in telephone rates 
will come from a standard 10 cents per 
call rate from pay stations all over the 
state, a rate already in effect in five cities. 

Increases fur both companies are ef- 
fective November Ist. 


* 
Kentucky 


Ordered to Supply Gas 


rN order directing the Kentucky West 
Virginia Gas Company to supply 
the Allen & Dwale Gas Company with 
natural gas for Allen, Floyd county, was 
announced by the state public service 
commission last month. 

Kentucky-West Virginia, which has 
headquarters at Ashland, already was 


selling gas at wholesale to the Allen & 
Dwale firm for about 100 customers at 
Dwale, near Allen. 


The commission ordered that it make 
available gas for the retailing firm’s ap- 
proximately 200 customers at Allen. It 
was explained natural gas for Allen for- 
merly was obtained from wells now ex- 
hausted. 


s 
New York 


Gas Application Rejected 


Rue that present natural gas sup- 
plies are too limited to permit the 
heating of large buildings with gas-fired 
space heaters, the state public service 
commission has rejected an application 
of the Niagara Mohawk Power Corpo- 
ration for permission to supply gas for 
heating purposes to a General Electric 
Company warehouse at Gloversville. 

In a recent report to the commission 
based on the company’s application, Chief 
Power Engineer Randolph H. Nexsen 
stated that the heating requirements of 
the warehouse are equivalent to those of 


about 12 average-sized homes being con- 
structed today. 

“To permit modification in this specific 
case as requested by the company could 
result in applications for large-volume 
usage in such numbers that the gas re- 
quirements of the company might exceed 
its available supply and jeopardize serv- 
ice for essential residential usage.” 

Nexsen pointed out also that demands 
for natural gas service in the territory 
converted to that fuel during 1951 have 
been far greater than the company an- 
ticipated, with a resulting increase in the 
company’s requirements for natural gas 
from its supplier. Present company esti- 
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mates as to gas requirements for its east- 
ern division during the 1952-53 season 


are about 62 per cent more than for the 
actual peak day during last winter. 


Vermont 


Approves Sale 


> state public service commission 
recently approved the sale of the 
Blair- Vermont Plywood Company’s elec- 
tric power system to the Citizens Utilities 
Company of Newport. The commission 
reported finding the transfer for the pub- 
lic good. 

The sale includes the distribution sys- 
tem in the towns of Westfield, Troy, and 


North Troy and the 600-kilowatt Baker 
hydro power plant on the Missisquoi 
river, near South Troy. Also included in 
the sale is the transformer substation 
which supplies the Blair-Vermont manu- 
facturing plant. 

The Blair-Vermont system will form 
an integral part of the larger Citizens 
system. The new owners said they would 
make immediate improvements to the 
former Blair system. 


ca 
Virginia 


Favors Gas Line Proposal 


Ta state corporation commission 
will actively support the Gulf Inter- 
state Gas Company’s plan to lay trans- 
mission lines from Texas to West Vir- 
ginia. By so doing, the state commission 
hopes to guarantee an adequate supply of 
natural gas for Virginia consumers. 

Chairman H, Lester Hooker has peti- 
tioned the Federal Power Commission 
for permission to intervene in behalf of 
the company’s application when it comes 
up for a formal hearing, it was an- 
nounced last month. 

The petition points out that gas users 


in the state are supplied by the Virginia 
Gas Transmission Corporation and the 
Virginia Gas Distributing Corporation, 
both of which are subsidiaries of the 
Columbia Gas System. The Columbia 
system would receive additional supplies 
of natural gas if the Gulf Company’s line 
is laid, and the amount of fuel available 
to Virginia would thus be increased. 

The state commission has heard testi- 
mony in recent cases that the supply of 
gas in Virginia “is not sufficient and 
adequate to meet the full requirements of 
the markets,” as is pointed out in the 
petition to the FPC. 


aa 
Washington 


Proposed Levy Draws Protest 


pene to an increase in the city 
tax on the Clark County Public 
Utility District of from 3 to 54 per cent 
to raise about $30,000 needed to balance 
the city’s 1953 budget was made by V. M. 
Cleaveland, PUD manager, to the Van- 
couver city council recently. 

Although the city’s preliminary budget 
for 1953 shows a large savings in expense 
as compared to that of 1952, it is out of 
balance $30,000 due to the expected loss 
of that amount because of the ordered 
ouster of the slot machines. 
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Cleaveland said the PUD was opposed 
to any increase in the cost of electric 
power to the people for any reason what- 
ever. An increase in the tax would be 
reflected in a rise in monthly bills of con- 
sumers in Vancouver, not throughout the 
county, as some people previously had 
understood. 

Cleaveland suggested, as an alterna- 
tive, postponement of interest and prin- 
cipal for two years on the cost of install- 
ing the Vancouver ornamental light 
system. His proposal was placed on file 
without action. 
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Progress of Regulation 


Rate Proposals Partially Settled on Basis of Adverse 
Decision in Earlier Proceeding 


tS gros y from the usual procedure 

resulted in the Northern Natural 
Gas Company being required to file new 
rate proposals, to become effective under 
bond, before final disposition of a rate 
proceeding before the Federal Power 
Commission. The commission, in Re 
Northern Nat. Gas Co. Opinion No. 228, 
Docket Nos, G-1382, G-1533, June 11, 
1952, had considered several issues and 
disposed of them adversely to the con- 
tentions of Northern. The commission 
then, in Re Northern Nat. Gas Co. Opin- 
ion No. 233, Docket No. G-1881, July 
30, 1952, granted a motion to dismiss 
other rate proposals to the extent that 
the issues involved had been disposed of 
adversely in Opinion No. 228. 

An objection by the company that 
Opinion No. 228 and the accompanying 
order was not a final order but was sub- 
ject to rehearing and possible court re- 
view was answered with the statement: 


. . it is well settled by the courts 
that a commission order is presump- 
tively valid when issued, and that it 
continues to be so until altered or set 
aside by the commission or by the 
courts. The fact that the order may be 
subject to application for rehearing 
and court review does not derogate 
from that presumption of validity. 


An objection that the granting of the 
motion on the basis of the previous de- 
termination of the same issues in Opinion 
No. 228 would deprive the company of 
the hearing provided for in § 4(e) of the 
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Natural Gas Act was also rejected. The 
commission said that Northern had had 
a full and adequate hearing on the issues 
involved in the motion. Issues heard in 
detail and decided after careful delibera- 
tion less than a month before need not, 
according to the commission, be consid- 
ered anew in the other rate proceeding. 
There was no allegation that conditions 
or circumstances had changed in any way 
since the former opinion. 

Determination of these issues adverse- 
ly to the company resulted in the exclu- 
sion of revenue claims in excess of 
$7,000,000. Therefore, the commission 
considered it appropriate to require an 
adjustment of rates at the time. The com- 
mission said: 


Although any sums collected by 
Northern and later found by us to be 
unjustified would eventually be re- 
turned to those entiteld to restitution, 
such procedure here would be uncon- 
scionable. Any collection and subse- 
quent return of revenues based on an 
increase to which Northern is not en- 
titled would place an undue and un- 
necessary burden both on Northern 
and on those paying the increased 
rates. And the payment of such in- 
creased rates would be an injustice to 
Northern’s customers and _ possibly 
eventually to consumers dependent on 
such customers, where as here it is 
clear that any such increases must 
eventually be refunded. 


By the same reasoning the commission 





PROGRESS OF REGULATION 


decided that Northern should refund 
moneys collected on the basis of increased 
rates, collected under bond, to the extent 
that revenues represented the amounts 
disallowed. The company was then re- 
quired to file a refund bond to cover pos- 
sible disallowance of claims, by final or- 


der of the commission, to the extent that 
they had not been disposed of by this 
commission action. Re Northern Nat. 
Gas Co. Opinion No. 233, Docket No. 
G-1881, July 30, 1952; application for 
rehearing and stay of order denied Sep- 
tember 26, 1952. 


7 


Existing Service Obligations and Finances Considered in 
Natural Gas Certificate Proceeding 


HE Illinois commission granted a 
‘Lae company’s petition for a 
certificate to render natural gas service 
to a chemical corporation where local gas 
distributors in the area indicated that they 
had no interest in extending service to 
the plant. 

Counsel for the pipeline company of- 
fered for approval the contracts which 
had been made with the chemical com- 
pany. Counsel did not believe that these 
contracts were within the purview of 
§§ 8(a) and 27 of the Illinois Utility 
Act, which require certain types of trans- 
actions between utilities and affiliated 
interests to be approved by the commis- 
sion. 

However, 


counsel stated “that it 


wished to avoid any disputed jurisdic- 
tional question in this proceeding and 
would not object if the commission should 
assert jurisdiction over the contracts.” 

In approving the petition, the commis- 
sion observed that moneys expended and 
to be expended by the utility were out of 
funds on hand and that the utility had 
no intention to issue notes or other se- 
curities to obtain funds to make the im- 
provements required. The commission 
also found that the contract provisions 
would not impair the pipeline company’s 
ability to provide and maintain facilities 
necessary to render adequate service to 
present utility and industrial customers. 
Re Panhandle Eastern Pipe Line Co. 
40415, August 13, 1952. 


7 


Adequacy of Gas Supply Emphasized on Approval of 
System Expansion 


Ye Federal Power Commission au- 
thorized a natural gas pipeline com- 
pany to acquire, relocate, construct, and 
operate facilities designed to increase 
system capacity. The facilities involved, 
most of which were already in operation 
pursuant to temporary certificates, were 
being used or were proposed to be used 
to supply natural gas service to some 
new customers and to increase service to 
existing customers. The commission be- 
lieved that the most important matter 
presented for consideration was the ade- 
quacy of supply. 

The importance of an adequate gas 
supply showing has been stressed by the 
commission in many certificate proceed- 
ings, Every certificate under the Natural 
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Gas Act must be based upon appropriate 
findings, among others, that the applicant 
for the certificate is “able and willing 
properly to do the acts and to perform 
the service proposed.” An adequate gas 
supply, the commission said, is the bed- 
rock upon which such findings must be 
grounded. A supply can be considered 
adequate, according to the commission, 
only if the volume available is sufficient 
to meet the demand requirements for the 
service proposed, if such volume is as- 
sured over a sufficient period of years to 
justify the expenditures required for the 
construction of the project, and if that 
assurance of a continuing supply of nat- 
ural gas meets the requirements of public 
convenience and necessity. 
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Generally, a supply of natural gas 
should be assured for a period approxi- 
mating fifteen to twenty years if the proj- 
ect is to be economically sound and in 
the public interest and if the company is 
to be in a position to meet its obligations 
to both investors and consumers. The 
company’s gas supply contracts indicated 
that it had a reasonably adequate supply 
for meeting system requirements for a 
sufficient number of years in the future to 
warrant the issuance of the certificate. 

A question was raised concerning ac- 
counting adjustments in connection with 
the proposed acquisition of compressor 
stations. The company has been operat- 
ing the stations under a lease agreement. 
It acknowledged that if these stations had 
been constructed by it, and if it had 


e 


owned them since the commencement of 
their operation, it would have accrued 
depreciation at a rate of 34 per cent. This 
is the rate which it currently charges 
upon its owned compressor station facili- 
ties. 

Consequently, the commission deemed 
it reasonable to require the company to 
record upon its books an appropriate ad- 
justment reflecting depreciation covering 
the period the stations have been operated 
under lease. It was deemed sound 
accounting and in the public interest that 
such adjustment should provide for 
charging to earned surplus the deprecia- 
tion upon the facilities during their 
operation under lease. Re Mississippi 
River Fuel Corp. et al. Docket Nos. 
G-1281 et al. August 28, 1952. 


Gas Storage Facilities Authorized Subject to Later 
Action on Charges and Financing 


OF ILLINOIS was authorized by the 
Federal Power Commission to construct, 
acquire, and operate facilities for the 
transportation and underground storage 
of natural gas in interstate commerce. 
The company proposes to develop and 
operate storage facilities in a natural 
underground sandstone reservoir in a 
portion of the Galesville and Ironton 
geological formations located in Kanka- 
kee and Iroquois counties, and near the 
village of Herscher, Illinois. The com- 
pany will transport and store gas for the 
account of Texas Illinois and Natural 
Gas Pipeline Company of America, and 
will make available the same natural gas 
to Texas Illinois and Natural Gas Pipe- 
line for resale and consumption in the 
areas served by those companies. 

The commission made its approval or- 
der conditional upon the company filing 
a gas tariff satisfactory to the commission 
and also conditional upon the submission 
of a plan of financing satisfactory to the 
commission, The company had presented 
a proposed form of tariff containing a 
cost formula rate to be charged for stor- 
age service. The proposed cost of service 
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are Gas STORAGE COMPANY 


rate would include a 64 per cent return 
on a net investment rate base determined 
monthly, and including working capital, 
comprising materials and supplies, one- 
eighth of annual operating expenses and 
prepayments. The commission com- 
mented : 

The proposed tariff provides for an 
adjustment of the charges at the end 
of each cycle to reflect the actual vol- 
umes of gas held in storage, rather 
than the estimates. The method of mak- 
ing the estimates, however, and the 
year-end adjustments are not clearly 
set forth in the proposed tariff. More- 
over, the applicant’s computation of 
working capital does not give effect to 
the collection in advance of payment 
of Federal income taxes. We are there- 
fore unable on this record to express 
an opinion upon the propriety of ap- 
plicant’s plan for allocating storage 
costs. 

It appears to be reasonable, in the 
circumstances of this case, that the cost 
formula for the applicant should in- 
clude a rate of return which is no 
higher than the cost of securing the 
capital necessary to construct appli- 
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cant’s project. This cannot be deter- 
mined until after applicant has entered 
upon a definite plan of financing. 


z 


Re Natural Gas Storage Co. of Illinois, 
Opinion No. 236, Docket No. G-1757, 
September 11, 1952. 


Adjustment of Appliances upon Conversion to 
Natural Gas Excludes Special Equipment 


HE New York Supreme Court up- 

held a commission order limiting a 
gas company’s obligation to adjust appli- 
ances of consumers upon conversion to 
natural gas. 

The state commission, in approv- 
ing the conversion, had authorized the 
issuance of securities to finance the pay- 
ment of the proper charges and cost di- 
rectly related to conversion of the gas 
company’s plant and system, as well as 
the conversion of equipment and appli- 
ances of its customers. The company’s 
obligation was held to have been fulfilled 
if the appliances and equipment which 
had been previously served with manu- 
factured gas were converted in such a 
manner that the gas burners would func- 
tion adequately, satisfactorily, efficiently, 
and safely. 

One customer, claiming this determina- 
tion was unjust and unduly preferential, 
was engaged in the manufacture of glass 
ampoules and related objects use pri- 
marily for pharmaceutical purposes. 
These must meet minute specifications. 
He had devised and constructed appa- 
ratus to accomplish his purpose with the 
use of manufactured gas. The court held 
that the company’s obligation to adjust 
appliances did not require it to elongate, 


or to pay the cost of elongating, the equip- 
ment of this particular customer to revise 
his appliances to effect a variation of the 
time during which the articles manufac- 
tured by him were exposed to a gas flame 
to produce a partial heating effect. 

The customer claimed that the equip- 
ment and appliances of all other con- 
sumers had been converted so that they 
performed satisfactorily the same func- 
tions performed previously with the use 
of manufactured gas. However, he did 
not allege any facts showing that under 
the same or substantially similar circum- 
stances the gas company had treated 
other customers differently. The court 
said that, subject to a leading prohibi- 
tion that the company shall not unjustly 
discriminate or give undue preference or 
disadavantage to customers similarly 
situated, the law left the utility, as it was 
at common law, free to extend its facili- 
ties and to afford inducements to encour- 
age its business and to foster its interests 
on the same principles which are followed 
in other pursuits and trades. The court 
held that the commission’s determination 
did not violate any law and was not 
without rational basis to support it. 
O’Sullivan v, Feinberg et al. 114 NYS2d 
515. 


e 


“Value” of Certificate Is Improper Rate Base Item 


Le Wyoming commission, in deny- 
ing a pipeline company’s application 
for a rate increase, refused to include the 
“value” of the company’s certificates or 
franchises as proper rate base items. It 
conceded that the company should be 
permitted to recover, through amortiza- 
tion during its lifetime, the amount of 
cash actually expended by it in good faith 
in obtaining its operating rights. How- 
ever, it did not believe that it should be 
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allowed to add this expense to an arbi- 
trary value assigned to the certificates 
and to capitalize the resulting figure for 
rate-making purposes. These certificates 
were given to the company by the state 
for its use in providing the public with 
a utility service. They should not be 
capitalized in any amount against its 
customers. 

Net investment cost was approved as 
a rate base. The commission described 
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such a rate base as consisting of the aver- 
age investment in plant (original cost) 
devoted to utility service, less average 
depreciation reserves, plus average in- 
vestment (original cost) in materials and 
supplies, plus an allowance for cash work- 
ing capital. The commission deemed this 
type of rate base to be fair both to the 
patrons of a utility and its investors, It 
is practical and easily understood. It 
avoids uncertainty, guesswork, and repe- 
titious rate cases. Furthermore, it is used 
by other regulatory bodies not otherwise 
bound by statute and has been approved 
by the courts. 

The company is engaged in the busi- 
ness of gathering crude petroleum within 
its oil fields and transporting it by way 
of pipeline to refineries and railroad tank 
car-loading facilities. The commission 
felt that the company represented a 
unique utility whose successful operation 
was dependent upon many speculative 
factors. For that reason it was inclined 
to look at the company’s operating results 
with some degree of liberality. The risk 
element, for example, is still present, al- 
though somewhat abated. 

The commission had previously found 
that the company’s rates were producing 
operating revenues in an amount over and 
above those necessary to provide a rea- 


sonable surplus. The excess surplus was 
being used for the construction of gather- 
ing lines within the oil fields, The com- 
mission said that funds used to create 
or expand the company’s plant facilities 
should be provided by its investors or 
obtained through short-term loans or the 
issuance of securities. 

Rates which provide a public utility 
with revenues above those necessary to 
pay its operating and depreciation ex- 
pense, income tax, a reasonable dividend 
to its stockholders, and a reasonable 
“carry-down” to surplus to take care of 
emergencies, are unreasonable and should 
be reduced. Otherwise, the commission 
said, the end result is to require patrons 
to furnish an undue part of the company’s 
capital and then in turn pay, through 
rates, a return on capital which they have 
provided. 

The commission said that if the com- 
pany’s future operations under prudent 
management and existing rates do not re- 
sult in a return which will allow the com- 
pany to pay a reasonable dividend on out- 
standing stock, exclusive of that issued for 
franchises, and carry down a comforta- 
ble amount to surplus, the company may 
again apply for a rate increase. Re Plains 
Pipe Line Co. Docket No. 9210, Septem- 
ber 15, 1952. 


@ 


Wholesale Company’s New Demand and Commodity Charge 
Justifies Higher Retail Gas Rate 


A GAS company’s application for in- 
creased rates based on a rate in- 
crease which its supplier, Panhandle 
Eastern Pipe Line Company, had been 
awarded by the Federal Power Commis- 
sion was approved with some modifica- 
tion by the Illinois commission. 

Panhandle’s new tariff was explained 
by the commission in some detail. It 
provides 


... for a demand and commodity form 
of rate and general terms and condi- 
tions of service with respect to sales of 
gas for resale. Under the tariff Pan- 
handle enters into service agreements 
with its utility customers in which they 
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nominate the maximum volumes of gas 
Panhandle is obligated to deliver each 
month of the year. The tariff provides 
for a uniform contract demand for the 
months of November to March, inclu- 


sive, and may vary for the remaining: 


months of the year. The evidence 
shows that in order to secure the gas 
required by heating customers it was 
necessary for petitioner to contract for 
the volume needed on the coldest win- 
ter day, even though there are many 
days during the five winter months 
when due to temperature conditions 
such volume is not required. . . . Hav- 
ing nominated the aforesaid contract 
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demands, respondent is required to pay 
the demand charge, in an amount of 
$2.15 per thousand cubic feet per 
month, for gas taken up to the amount 
of the contract demand and a demand 
charge of 90 per cent of said contract 
demand if a lesser amount is used. 


The contract also provided for a rather 
severe penalty for all gas taken in excess 
of the contract demand. From these facts 
the commission concluded that it was 
necessary for the company to contract for 
a relatively high demand. 

The commission summarized its feel- 
ings in regard to the rate application 
in this statement : 


e 


Considering the fact that the origi- 
nal cost of respondent’s property is as 
yet undetermined, and cognizant of 
respondent’s increased operating ex- 
penses, the commission is of the opin- 
ion that some increase is warranted 
at this time ; however, not to the extent 
proposed herein by respondent, There- 
fore, the commission will establish cer- 
tain temporary rates during an interim 
period which will enable respondent to 
operate without loss until such time 
as a final determination of the issues 
herein can be resolved. 


Re Citizens Gas Co. 40498, September 
16, 1952. 


Commission Acts under New Law Requiring Rate Opinion 
In Condemnation Proceeding 


Rm New York legislature this year 
passed a law providing that the com- 
mission shall certify to a court, in pro- 
ceedings to condemn property subject to 
commission jurisdiction, (1) the annual 
earnings which might reasonably be an- 
ticipated by the present owner under rea- 
sonable rates with due regard among 
other things to a reasonable average re- 
turn upon capital actually expended and 
to the necessity of making reservations 
out of income for surplus and contin- 
gencies and (2) the rate base and the 
rate of return from which its estimate of 
earnings is derived. 

This law was passed because, in the 
opinion of the legislature, some con- 
demnation proceedings are not in any 
real sense adversary and, because of in- 
adequate presentation, awards had been 
made which were not based upon the 
damage to the owner but upon the benefit 
to the condemner, 

It may be noted that the commission 
last January, in Re South Bay Consol. 
Water Co. 92 PUR NS 90, decided that 
it had no power to set aside a sale of 
property by a water company to a water 
authority where the property had been 
transferred by judicial sale in a con- 
demnation proceeding. The commission 
at that time, however, indicated its dis- 
approval of the acquisition price. 


Acting under this new statute, the com- 
mission has now made the required cer- 
tification respecting the proposed con- 
demnation of certain properties of West- 
ern New York Water Company by Erie 
County Water Authority. The commis- 
sion thought it clear that it was not the 
intent of the legislature to transfer from 
the commissioners of condemnation to 
the public service commission any of the 
powers which the commissioners or the 
court enjoyed under the law; but that it 
was the public service commission’s duty 
to certify what earnings could be antici- 
pated from the property under the stand- 
ards suggested by the legislature, as in- 
terpreted by the courts, as an aid to the 
commissioners in reaching a determina- 
tion. The commission then went on to say 
that a utility is entiteld to earn on its 
property a sum sufficient to attract capital 
to the enterprise. Emphasis since the 
Hope Case decision has been upon the 
end result rather than the method by 
which that result is reached. It said: 


It is obvious that if we start with a 
predetermined rate of return, the end 
result will be different depending upon 
whether we take the company’s invest- 
ment in the property, its so-called fair 
value, or its reproduction cost new. A 
just result can be obtained using any 
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theory as to the proper determination 

of a rate base provided the rate of 

return upon the property is corre- 
spondingly adjusted. 

The commission then noted that it has 
followed the original cost theory in de- 
termining a rate base. Obviously, said 
the commission, there may be differences 
between the evaluation of the company’s 
property for condemnation and for rate 
purposes. A company may own property 
of value which is not used or useful in 
rendering service to the public. This 
would not be included in the rate base 
but it may have a value. Moreover, in 
condemnation proceedings cost of organ- 
ization is not included while in a rate 
case it is essential to rendering service 
that the company be organized and such 
costs should be considered. 

The commission said that it had fol- 
lowed what it believed to be the soundest 
method of rate making within the pur- 
view of the statute and had used the 


type of rate base which for many years 
had been held to be the correct interpreta- 
tion of similar statutes, but it added: 


We wish to make it clear, however, 
that the use of some other type of rate 
base, assuming it to be proper, would 
not affect the end result and that the 
rate of return which we have deter- 
mined as proper herein would not apply 
to a rate base fixed, for example, on 
the present cost of reproducing the 
property. 

In short, we believe it to be our re- 
sponsibility under the statute to fur- 
nish the court with our determination 
as to what the property of the com- 
pany could reasonably be expected to 
earn under proper regulation fair to 
both the company and the consumer 
upon the evidence in the record he- 
fore us. 


Re Western New York Water Co. Case 
15799, September 30, 1952. 
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Re United Fuel Gas Company 


Case No. 2349 
August 11, 1952 


PPLICATION for approval of proposed gas rate increase; pro- 
posed increase disapproved and smaller rate increase pre- 
scribed. 


Apportionment, § 59 — Natural gas company — Production plant. 
1. The annual sales factor was considered reasonable as the basis for the 
apportionment of the production plant of a natural gas company, furnishing 


both interstate and intrastate service, for the purpose of fixing intrastate 
rates, p. 67. 


Apportionment, § 59 Natural gas company — Transmission and storage plant. 
2. A peak month factor rather than a peak day annual sales factor was 
adopted for the purpose of apportioning transmission and storage plant 
of a natural gas company, furnishing both interstate and intrastate service, 
for the purpose of fixing intrastate rates, p. 67. 

Apportionment, § 31 — Natural gas company — Cost of gas supply. 

3. The cost of the gas supply purchased by a natural gas company from 
interstate natural gas pipelines was apportioned on the basis of the annual 
sales factor in preference to a method whereby the cost of the gas would 
be apportioned into the demand and commodity charges as calculated under 
wholesale rate schedules applicable to the purchases, and then by apportion- 
ing the demand charge on the basis of the peak day sales factor and the 
commodity charge on the basis of the annual factor, p. 68. 

Revenues, § 10 — Interest during construction. 

4. Interest during construction should be considered as an income item, 
in testing proposed natural gas rates, where construction work in progress 
and retirement work in progress is considered in the rate base, p. 69. 

Expenses, § 92 — Rate case expenses — Amortization period. 

5. Rate case expenses should be amortized over a period of not less than 
three years, p. 70. 

Valuation, § 39 — Rate base determination — Reproduction cost. 

6. Estimated cost new, which appears to be another variation of reproduc- 
tion cost new, was rejected as the sole method to be used in arriving at a 
rate base, although it was considered subject to statutory limitations, p. 70. 


Valuation, § 73 — Original cost — Use of average plant. 
7. Use of average plant was considered proper in arriving at an original 
cost rate base, p. 71. 

Valuation, § 299.1 — Working capital allowance — Effect of tax accruals. 


8. No allowance should be made for cash working capital where a company 
is able to accrue large sums for income tax purposes in advance of the due 
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date, such tax accruals are available for the general conduct of the com- 
pany’s business, and the minimum balance will more than offset the amount 


claimed for cash working capital, 
Return, § 101 — Natural gas company. 
9. Natural gas rates yielding a 


p. 71. 


return of about 6.5 per cent on a net 


original cost rate base were considered sufficient to enable the company to 


pay operating expenses, 


interest on borrowed money, obligation to its 


stockholders, and to attract the capital necessary to continue to provide ade- 


quate service, p. 71. 


APPEARANCES: For the Applicant: 
Louis Cox, Attorney at Law, Frank- 
fort, and C. E. Goodwin, Assistant 
Counsel, United Fuel Gas Company, 
Charleston, West Virginia; Thomas 
Phipps, City Attorney, Catlettsburg ; 
A. W. Mann, Corporation Counsel, 
City of Ashland, Ashland, and Die- 
derich & Lycan, Attorneys at Law, 
Ashland, for the protestants. 


For the Commission: J. Gardner 


Ashcraft, Counsel. 


3y the Commission: On Novem- 
ber 21, 1951, The United Fuel Gas 
Company (hereinafter referred to as 
“United”) filed with the Commission 
a notice that it proposed to make ef- 
fective certain increased rates and 
charges for gas supplied on and after 
December 16, 1951. United is sub- 
stantially a wholly owned subsidiary 
of the Columbia Gas System, Inc., and 
is engaged in both the interstate and 
intrastate sale of natural gas. The 
company delivers gas to retail custom- 
ers in the cities of Ashland, Cat- 
lettsburg, Greenup, Hindman, Inez, 
Louisa, Raceland, Russell, South Wil- 
liamson, Worthington, and rural com- 
munities and areas in Boyd, Floyd, 
Greenup, Knott, Lawrence, Johnson, 
Magoffin, Martin, and Pike counties, 
Kentucky. The cities of Ashland, 
Catlettsburg, and Russell appeared in 
protest to the increased rates. 
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The proposed adjustments would 
have increased the annual revenues of 
the company by an estimated $324,- 
156. These proposed adjustments 
were suspended by order of the Com- 
mission dated December 13, 1951, for 
a period of 120 days pending an in- 
vestigation as to their reasonableness. 
At the expiration of that 120-day pe- 
riod the rates were further suspended 
until August 12, 1952. The com- 
pany, however, chose to place these 
rates into effect under bond and 
throughout the period of their suspen- 
sion have been collecting these rates 
subject to any order of refund which 
this Commission may make. 

On May 15, 1952, the company 
filed another notice with the Commis- 
sion wherein it proposed to increase 
its rates in the additional amount of 
$159,511 for gas service rendered on 
and after the 14th day of June, 1952. 
Prior to the effective date of this sec- 
ond notice the general assembly of the 
commonwealth of Kentucky enacted 
into law Senate Bill 131, now Chap 
46 of the 1952 Legislative Acts, and 
in accordance with the provisions of 
that statute the second proposed in- 
crease was suspended for a period of 
five months from and after June 14, 
1952. 

The question before the Commis- 
sion then is the need of the company 





RE UNITED FUEL GAS CO. 


for proposed increases in the total 
amount of $483,667. 


Apportionment 


[1,2] United operates an_ inte- 
grated gas system in the states of 
Kentucky, West Virginia, Ohio, and 
Virginia by which it transmits and 
distributes gas to its various whole- 
sale and retail customers. This sys- 
tem includes production facilities lo- 
cated in the several states, facilities for 
producing liquefied petroleum gas, 
storage fields wherein large quantities 
of gas are stored for meeting winter 
peaks, a transmission system which 
transports natural gas from points 
where it is purchased and produced to 
points of delivery, and distribution 
facilities for retail service provided in 
the several states. In addition to its 


own production and gas purchased 


from other local producers, United 
purchases large quantities of gas from 
pipelines from the southwest gas 
‘el/] 


cidis. 

It is evident that for a large part of 
United’s operations, a physical sep- 
aration of its properties, revenues, and 
expenses applicable to the Kentucky 
retail business is impossible. There- 
fore, before this Commission can de- 
termine the proper rate for the Ken- 
tucky retail business it is necessary 
to make an apportionment of the com- 
monly used plant and associated reve- 
nues and expenses in order to arrive 
at the proper amounts assignable to 
the Kentucky retail business. 

There are two methods of appor- 
tionment before the Commission in 
this case, one presented by United and 
the other presented by the Commis- 
sion’s staff. It appears to the Commis- 
sion that both apportionments follow 


the same basic method, the staff ap- 
portionment differing from that of 
United in certain details. We will 
consider here the more important of 
these differences with respect to their 
effect upon the apportionment. 

The most important item of utility 
plant appears to be the apportionment 
of the production plant. United ap- 
portions this item as the basis of its 
“peak day annual sales’ factor which 
is determined by taking a simple aver- 
age of the peak day sales factor and 
the annual sales factor. The peak day 
factor is determined by taking the ra- 
tio of the Kentucky retail sales to the 
total sales on the day during the test 
period when United delivered its 
greatest volume of gas, 16 December 
1951. The annual sales factor is de- 
termined by taking the ratio of the 
sales to the Kentucky retail consumer 
during the test period to the total sales 
during the same period. 

The effect of taking a simple aver- 
age of these factors is to say that half 
of the production plant is devoted to 
commodity and half to a daily peak de- 
mand. There is no evidence in this 
record to support such a conclusion. 
Indeed, the arbitrary nature of this 
assumption is set out in the testimony 
of United’s witness Workman when 
he says, in this connection: “How- 
ever, without evaluating the percent- 
age actually applicable to capacity cost 
and to commodity cost, a 50-50 classi- 
fication has been made.’ It is the 
opinion of the Commission that if 
such a method is to be employed, a 
more accurate evaluation would have 
to be made in order to arrive at a rea- 
sonable result. 


The staff apportioned the produc- 





1 Workman Testimony, page 15. 
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tion plant by use of the annual sales 
factor on the basis that the production 
plant was not substantially used for 
meeting peaks alone. In support of its 
contention the staff cited the fact that 
during the month of May, United ac- 
tually produced more gas than it did 
during its peak month of December. 
The staff also cited the annual use fac- 
tor of production on a monthly peak 
basis of 90 per cent and on a daily 
peak basis of 87 per cent to support its 
conclusion. 

Another major difference in the 
plant accounts appears to be the meth- 
od of apportioning transmission and 
storage plant. United used its “peak 
day annual sales” factor, the arbi- 
trary nature of which has already been 
discussed. The staff used a peak 
month factor, which is the ratio of the 
Kentucky Retail sales on the peak 
month to the total sales during the 
same period. The staff’s reasoning in 
support of this method is based on evi- 
dence that the transmission and stor- 
age facilities are used to meet a sus- 
tained peak, whereas L.P. gas plants 
have been installed at load centers to 
assist in meeting daily peaks. In ad- 
dition to the arbitrary nature of 
United’s “peak day annual sales” 
factor it has been pointed out by the 
staff that the peak day factor is only 
an estimate made by United, whereas 
the peak month factor is substantially 
a measured peak. 

It also occurs to the Commission 
that there are several other objections 
to relative use on a peak day solely as 
measure of use of demand. On the 
peak day of any particular year, the 
relative mean temperature in the vari- 
ous areas in which the different cus- 
tomers are located would obviously 
95 PUR NS 


have a material effect on the relative 
use of those customers on the peak 
day. Also, if the peak day should oc- 
cur on a holiday or a week end, the 
relative use of the customers might 
be substantially different from the rel- 
ative use on a normal weekday. In 
fact, the peak day of the test period 
used in this case occurred on a Sun- 
day. These are factors that in the 
over-all picture the utility might well 
consider in the design and operation 
of its system but could hardly antici- 
pate in an apportionment among cus- 
tomers. 

For example, if a particular custom- 
er (or group of customers) did not 
use any gas on the peak day of the 
year, no portion of demand costs 
would be assignable to him under the 
peak day factor theory, whereas if the 
peak had occurred on another day he 
might well have been assigned a sub- 
stantial part of such costs. Use of 
the peak month tends to level off 
these items, as well as fulfil the re- 
quirement of the sustained peak of the 
staff’s testimony. 

[3] Turning to operating ex- 
penses, a very substantial difference 
occurs in the apportionment of the 
cost of the gas purchased from the 
pipelines from the Southwest. United 
apportions the cost of this gas into the 
demand and commodity charges as 
calculated under the wholesale rate 
schedule applicable to these purchases, 
and then apportions the demand 
charge on the basis of the peak day 
sales factor and the commodity charge 
on the basis of the annual sales factor. 
The staff apportions the over-all cost 
of this gas on the basis of the annual 
sales factor. 

The Commission fails to see any 
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logic in United’s contention relative to 
the demand charge. In order to ap- 
portion the demand charge under the 
wholesale rate schedule on the basis 
of relative over-all use of customers 
on a peak day, it must be shown that 
that peak day alone was responsible 
for this charge. 

Conversely, the record shows that 
substantially no more gas is purchased 
by United on a peak day under its 
firm gas contracts than on any other 
day of the year. Therefore, it toilows 
that the relative use of various cus- 
tomers on the peak day alone does not 
directly affect the demand charge any- 
more than the relative use on the hot- 
test summer day. Under these cir- 
cumstances the Southwest gas obvi- 
ously becomes a commodity and its 
over-all cost should be apportioned as 
such . 


Other differences in apportionment 
of operating expenses are the result of 
the Staff’s apportionment of expenses 
generally following the apportionment 
of the plant with which they are asso- 
ciated. Here, another inconsistency is 
noted in United’s apportionment. 
Although United apportioned _ its 
transmission expenses on the basis of 
its “peak day and annual sales” factor, 
a substantial portion of its operating 
expenses associated with this plant 
were apportioned on the basis of the 
“peak day sales” factor. For instance, 
maintenance of transmission mains is 
apportioned on the basis of peak day 
From this apportionment, it 
would appear that having divided the 
transmission mains into a commodity 
portion and a demand portion, United 
takes the position that the cost in- 
curred in maintaining them is applica- 
ble entirely to the demand portion 


sales. 


alone, and it cost nothing to maintain 
the commodity portion. The absurd- 
ity of this is apparent. 

Having considered both methods of 
apportionment as set out in this rec- 
ord, the Commission is of the opinion 
that the staff’s method is the more 
reasonable one and results in a more 
equitable assignment of costs to the 
Kentucky retail business. 

As an argument in support of the 
use of its apportionment, United has 
stated that it has used the same meth- 
od in its current rate cases before oth- 
er regulatory authorities under whose 
jurisdiction it operates and use of dif- 
ferent apportionments by these regula- 
tory authorities might result in no re- 
sponsibility for some costs actually 
incurred by the company. While it is 
apparent that such iniquity might re- 
sult, there is no evidence in this rec- 
ord to indicate that other regulatory 
authorities will adopt United’s appor- 
tionment, nor could the Commission 
for this reason alone adopt an appor- 
tionment that in its opinion is inequi- 
table to the Kentucky retail customers. 

Test Period 

All evidence in this record has been 
based on United’s experience during 
the twelve months ending 31 Decem- 
ber 1951, and this being the most 
recent period available the Commis- 
sion will consider it for testing the 
rates sought herein. 


Revenues 
[4] The record discloses that dur- 
ing the test period United’s total gross 


revenues were in the amount of $62,- 
482.695 of which some $1,397,389 is 


assigned to the Kentucky retail busi- 


apportionment. 
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Inasmuch as construction work in 
progress and retirement work in 
progress will be considered in the rate 
base, interest charged during con- 
struction should be considered as an 
income item in testing the proposed 
rates. This item was $113,988 for 
the test period, of which approximate- 
ly $2,420 is assignable to the Ken- 
tucky retail business following the 
staff’s method of apportionment. 


Operating Expenses 


[5] For the test period, United’s 
actual operating expenses were in the 
amount of $50,803,520. United has 
suggested certain adjustments to these 
operating expenses to correspond to 
conditions at the end of the period. 
These adjustments consist of in- 
creased labor costs, increase in the 
cost of purchased gas, certain de- 
creases in operating expenses associ- 
ated with property sold and other 
minor adjustments. These adjust- 
ments, except for the item of rate case 
expense, are not in controversy in the 
record, and the Commission is of the 
opinion that they are proper for test- 
ing the rates sought herein, inasmuch 
as rates are being set for the future. 

With reference to rate case expense, 
United has suggested an adjustment 
of some $35,000 to the annual ex- 
pense, this being its estimate of the 
additional costs incurred by reason of 
this rate case. The Commission is 
of the opinion that this expense should 
be amortized over a period of not less 
than three years. 


Exclusive of rate case expense, the 
amount of operating expenses assign- 
able to Kentucky retail business for 
the test period is $1,186,636. To this 
must be added the amortization of rate 
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case expense in the amount of $11,- 
667. 


Other Expenses 


The expense items of taxes other 
than the income and depreciation and 
depletion expense, as adjusted by 
United to year end conditions and 
apportioned to Kentucky retail busi- 
ness by the staff method, appears to be 
in the amounts of $57,356 and $79,- 
997, respectively. The item of income 
taxes will be treated later in connec- 
tion with net income. These ex- 
penses, together with operating ex- 
pense as found above, should be 
considered in determining the net 
revenues for the purpose of testing 
the proposed rates. 


Rate Base 


[6] Evidence in this case discloses 
three different rate bases, one being 
the original cost, another being “esti- 
mated cost new,” and the third being 
capitalization of the company. 

Estimated cost new as used by 
United appears to be another varia- 
tion of cost of reproduction or repro- 
duction cost new. It appears to have 
been determined in this case by apply- 
ing certain trends to the items of 
plant. 

Any reproduction cost new ap- 
praisal is necessarily an estimate and 
in addition is at best highly specula- 
tive. The Commissions’ views on re- 
production cost estimates have been 
set out in its opinion in Case No. 
1710, Re Southern Bell Teleph. & 
Teleg. Co. (1948), and reported in 76 
PUR NS 33; in its opinion in Case 
No. 2307, Re Southern Continental 
Teleph. Co., and need not be repeated 
here. For these reasons, the Com- 
mission refuses to accept the estimated 
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cost new as a sole method to be used 
in arriving at a rate base. However, 
in conformance with the requirements 
of the Kentucky statutes, and keeping 
these limitations in mind, the Com- 
mission has carefully considered the 
estimated cost new rate base as pre- 
sented in this record. 

The record shows that the capitali- 
zation of United as of 31 December, 
1951, was $95,774,131 and on the 
basis of the staff’s apportionment it 
appears that approximately $2,796,- 
600 would be assignable to the Ken- 
tucky retail business. The Commis- 
sion has also carefully considered this 
rate base. 

Based on the staff’s method of ap- 
portionment, the average original cost 
of United’s gas plant devoted to the 
Kentucky retail business appears to be 
as follows : 


.. $3,303,170 
175,654 


117,474 


10,190 
13,353 


$3,619,840 


Average Plant at Original Cost 

Average Material and Supplies .. 

Average Construction Work in 
Progress Baty 

Average Retirement Work in 
Progress eek 

Prepayments 


In order to arrive at a net original 
cost we must subtract the following 
items : 


$993,892 
54,364 


$1,048,256 


Reserve for Depreciation 
Contributions in Aid of Construction 


This gives a net original cost of 
some $2,571,584. 

[7] United contends that in arriv- 
ing at an original cost rate base, the 
balance in the plant accounts at the end 
of the period should be used whereas 
the staff contends that an average of 


plant balances for the period should be 
used in order to obtain a proper relation 
between actual revenues and expenses 
and the average plant associated with 
those items. Although there appears 
to be some merit to United’s conten- 
tion that it must invest a great deal 
of additional nonrevenue-producing 
funds to maintain its current produc- 
tion; nevertheless, the record shows 
that during the test period the num- 
ber of customers increased materially 
and part of the investment was in 
plant other than production. For 
these reasons, and in light of the con- 
sideration given by the Commission 
to United’s rate of return by reason 
of the inherent risks of the gas-pro- 
ducing industry, the Commission is of 
the opinion that use of average plant 
is not improper in this case. 

[8] United has also suggested the 
addition of cash working capital in the 
amount of one-eighth of certain oper- 
ating expenses. Although for the test 
period, no income tax is assignable to 
the Kentucky retail business, the rates 
prescribed in this order will permit it 
to accrue large sums for income taxes 
in advance of the due date of the tax. 
These accrued taxes will in the future 
be available to United for the general 
conduct of its business and it appears 
that the minimum balance will more 
than offset the amount claimed for 
cash working capital. For these rea- 
sons, the Commission is of the opin- 
ion that in this case no allowances 
should be made in the rate base for 
cash working capital. 

[9] After applying the adjust- 
ments as set out heretofore and ad- 
justing for Federal and state income 
taxes it appears that gross revenues in 
the amount of $1,504,708 will pro- 
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duce a return of approximately 6.5 
per cent on the net original cost rate 
base as found above. 

Having considered the original 
cost, the cost of reproduction, and the 
capitalization of United as presented 
in this rate case, and further consider- 
ing the additional hazard involved in 
the natural gas producing industry, it 
is the opinion of the Commission that 
gross annual revenues in the amount 
of $1,504,708 will enable United to 
pay its operating expenses, interest on 
borrowed money, obligation to its 
stockholders, and to attract the capital 
necessary to continue to provide ade- 
quate gas service to its Kentucky re- 
tail customers. 

For the foregoing reasons, the Com- 
mission is of the opinion and finds: 

(1) That the rates set out in 
United's original and amended notices 
in this case are excessive, unfair, un- 
just, and unreasonable in that they 
would produce gross revenues from 
the Kentucky retail customers in ex- 
cess of $1,504,708. 


SERVICE COMMISSION 


(2) That the just, fair, and reason- 
able rates for United’s Kentucky re- 
tail customers are as follows: 


2M Cu. Ft. 


. Ft. @ 
. Ft. @ 
. Ft. @ 
. Ft 
. Ft 


$1.00 
(minimum bill) 
48 
42 
40 
38 
36 
ae 


First 


3M Cu 
20 M Cu 
50 M Cu 
125M Cu 
400 M Cu 
M Cu. Ft 


Next 
Next 
Next 
Next 
Next 
Excess 


3 @ 
. @ 
-@ 


It is therefore ordered: 

(1) That the increased schedule of 
rates for gas service as set out in 
United’s original and amended no- 
tices in this case be, and the same are, 
hereby denied. 

(2) That the schedule of rates as 
set out in the Commission’s findings 
above are hereby fixed and approved 
and that a tariff in conformity thereto 
shall within twenty days of the date 
hereof be filed with the Commission. 

(3) That all sums collected under 
bond in excess of the rates fixed by 
this order be refunded to those enti- 
tled thereto. 
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Re Algonquin Gas Transmission 


Com pany 


Docket 


No. 8716 


September 12, 1952 


P 


Gas, § 3 — Commission jurisdiction — 
tions. 
1. The statutes relating to the con 
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Natural gas pipelines — Foreign corpora- 


struction and operation of natural gas pipe- 
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lines and giving the Commission jurisdiction over appeals from orders of 
municipal authorities relating to the construction of such pipelines apply to 
any natural gas pipeline company regardless of whether or not it is a domestic 


or foreign corporation, p. 74. 


Appeal and review, § 73 — Stay of order pending appeal — Certificate of con- 


venience and necessity. 


2. An appeal from a court order setting aside an order of the Federal Power 
Commission granting a natural gas pipeline certificate has the effect of 
staying the court order and leaving the certificate in effect pending the out- 


come of the appeal, p. 74. 


Gas, § 3 — Commission jurisdiction — Natural gas pipeline construction — E.xcava- 


tions in highways. 


3. The Commission has jurisdiction over a natural gas pipeline company’s 
appeal from a municipal authority’s denial of permission to make excava- 
tions in public highways for the purpose of laying pipelines, despite the fact 
that the company may be a foreign corporation and despite the pendency 
of an appeal from a court order setting aside a Federal Power Commission 
order granting a certificate to the company, p. 74. 


Municipalities, § 4 — Jurisdiction and powers — Control of streets. 
4. The board of selectmen has jurisdiction over the maintenance of high- 
ways and is the proper body before which to bring a request for authority 
to make excavations in the streets for the purpose of laying natural gas 


pipelines, p. 77. 


By the CoMMISSION: 


Finding 


By its petition filed with the Com- 


mission July 25, 1952, Algonquin 
Gas Transmission Company, a corpo- 
ration organized and existing under 
the laws of the state of Delaware for 
the purpose, among other things, of 
constructing, owning, and operating a 
natural gas pipeline within and 
through the state of Connecticut, here- 
inafter referred to as Algonquin, seeks 
a determination from this Commis- 
sion whether a permit should be 
granted to it to cross certain highways 
in the town of Danbury numbering 
fifteen. The petition alleges that the 
board of selectmen of the town of 
Danbury is the authority having ju- 
risdiction over the maintenance of the 
highways within that town; that the 
board of selectmen refused to grant 


permits to cross such highways; and 
that thereby Algonquin is aggrieved. 
By its notice of hearing dated 
August 4, 1952, the Commission as- 
signed the matter for a public hearing 
to be held at its offices in Hartford, 
on August 21, 1952, later continued 
to August 27, 1952, at request of the 
town of Danbury. Notice of the 
pendency of the matter and of the pub- 
lic hearing to be held thereon was 
given to the company, to the town of 
Danbury, and to such other parties as 
appeared to the Commission to have 
an interest in the matter. At the time 
and place set down for the hearing, 
the company appeared by counsel. 
The town of Danbury appeared by its 
town counsel. 
This action is brought pursuant to 
§ 5640 of the General Statutes, Revi- 
sion of 1949, which provides that 
“Any public service company incorpo- 
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rated under the provisions of the stat- 
utes or by special act for the purpose 
of transmitting or distributing gas 

desiring to open or make any 
excavation in a portion of any public 
highway for the carrying out of any 
purpose for which it may be organized 

shall, if required by the au- 
thority having jurisdiction over the 
maintenance of such highway, make 
application to such authority, which 
may, in writing, grant a permit for 
such opening or excavation upon such 
terms and conditions as to the manner 
in which such work shall be carried 
on as may be reasonable,” and un- 
der § 5642, which provides, “Any 
such company aggrieved by the 
neglect or refusal of the authority 
having such jurisdiction to grant such 
permit, or by the terms and conditions 
therein imposed, may appeal to the 
Commission, which may, de- 
termine whether such permit ought to 
be granted, or such terms and condi- 
tions altered, and may, grant 
such permit in writing upon such 
terms and conditions as to the carry- 
ing on of such work as it may find 
just and reasonable.” 

These above-quoted sections have 
been incorporated in Chap 264a of the 
1951 Supplement to Connecticut Gen- 
eral Statutes by the terms of § 1086b, 
which provides that “The provisions 
of §§ 5640 to 5642, inclu- 
sive shall apply to any com- 
pany constructing or operating a nat- 
ural gas pipeline.” 


Jurisdiction 


[1-3] At the hearing, the town of 
Danbury contested the jurisdiction of 
the Commission to hear this petition. 
It alleged first that the terms of § 5640 
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confined the applicability of the section 
to companies incorporated under the 
provisions of the Connecticut statutes 
and excluded foreign corporations. I+ 
alleged further that Algonquin did noi 
possess a certificate of public conven- 
ience and necessity issued by the Fed- 
eral Power Commission authorizing 
it to sell and deliver natural gas in 
Connecticut and to construct the facil- 
ities therefor. 

It appears from a reading of § 
1086b, however, that the provisions of 
the above-quoted statutes are made to 
apply to any company constructing or 
operating a natural gas pipeline. Al- 
though it is fundamental that it is un- 
necessary to resort to the legislative 
history of a statute in order to deter- 
mine the intent of the legislature or 
otherwise to interpret the meaning of 
the statute when the meaning is clear, 
it appears advisable at this point to 
note that at the 1950 session of the 
general assembly when the so-called 
Natural Gas Act, presently included in 
the General Statutes as Chap 264a, 
1951 Supplement, was enacted, the 
purpose was to regulate companies 
then contemplating or actually engaged 
in the construction of pipelines in and 
through Connecticut. Section 1079b, 
1951 Supplement, makes it clear that 
the general assembly did not confine 
itself to companies operating as Con- 
necticut corporations only : 

“Section 1079b. Transportation of 
natural gas ; declaration of public inter- 
est. It is hereby declared that the 
business of transporting natural gas 
within the state by interstate or intra- 
state natural gas pipeline companies is 
affected with the public interest and 
that the health, safety, and welfare of 
the inhabitants of the state require 
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regulation in matters relating to the 
transportation of natural gas to the ex- 
tent hereinafter provided.” 

The only companies so engaged 
were at that time so-called foreign 
corporations. It is hardly necessary, 
however, to resort to such interpreta- 
tion since the provisions of § 1086b are 
sufficiently broad to include any com- 
pany within the purview of § 5640. 

Algonquin has also filed its certifi- 
cate of incorporation pursuant to § 
5248, General Statutes, has filed proof 
of solvency with the secretary of the 
state, and is otherwise qualified to do 
business in Connecticut. Although 


not raised at the hearing, the record 
shows that Algonquin is authorized to 
conduct the business of a natural gas 
transmission company by the terms of 
Chap 264a, 1951 Supplement to the 


General Statutes, and hence has com- 
plied with the provisions of § 5247 of 
the General Statutes which prohibits 
foreign corporations from engaging in 
any of the classes of business excepted 
in § 5151 of the General Statutes, in- 
cluded in which exceptions is a gas 
business or any company requiring 
the right to take and condemn lands 
or to occupy the public highways of 
this state. It is evident from these 
facts that Algonquin has in fact com- 
plied with all statutory conditions 
precedent to doing business in the 
state, and under sound legal theory 
as well as for practical considera- 
tions, it is evident that it is included 
within the class of corporations, to 
which the provisions of § 5640 through 
§ 5642 are intended to apply. 

The allegation of the town of Dan- 
bury that Algonquin does not possess 
a certificate of public convenience and 
necessity from the Federal Power 
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Commission is based on the opinion of 
the United States circuit court of ap- 
peals for the third circuit, filed April 4, 
1952, as amended April 22, 1952, in 
Northeastern Gas Transmission Co. v. 
Federal Power Commission, 95 PUR 
NS —, —, 195 F2d 872, 882, which 
found: 

“The following orders of the Fed- 
eral Power Commission will be set 
aside and for nothing holden: 

“(1) The order entered in the 
Commission’s Docket G-—1568 on 
January 10, 1951. 

“(2) The order entered in the 
Commission’s Docket G—1319 on Jan- 
uary 10, 1951. 

“(3) The order entered in the 
Commission’s Docket G-1012 on Jan- 
uary 10, 1951. 

“(4) Paragraph C of the Commis- 
sion’s opinion and order No. 206 is- 
sued February 27, 1951. 

“Paragraph B of the Commission’s 
opinion and order No. 206 issued Feb- 
ruary 27, 1951, will be modified by 
eliminating from the certificate of 
public convenience and _ necessity 
issued to Texas Eastern Transmission 
Corporation by said paragraph any 
authorization to Texas Eastern to sell 
and deliver natural gas to Algonquin 
Gas Transmission Company. 

“All of these matters will be re- 
manded to the Commission for further 
proceedings not inconsistent with 
this opinion.” 

It is the contention of the town of 
Danbury that the above-quoted order 
of the United States circuit court of 
appeals had the effect of revoking Al- 
gonquin’s certificate. It is a matter of 
record in this proceeding, however, 
that the rules of the United States cir- 
cuit court of appeals provide that upon 
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the filing of a petition for a writ of 
certiorari to the United States Su- 
preme Court the effect of the order re- 
versing the Power Commission’s order 
is stayed. We find, therefore, that the 
certificate of public convenience issued 
by the Federal Power Commission to 
Algonquin is still in full force and 
effect pending the outcome of the ap- 
peal before the United States Supreme 
Court. (See also Algonquin Gas 
Transmission Co. v. Becker, Case No. 
86575, superior court, Fairfield county 
June 5, 1952.) 

At the hearing, the Commission de- 
nied the motion of the town of Dan- 
bury to dismiss the proceeding on the 
basis of lack of jurisdiction. For the 
above enumerated, the Com- 
reaffirms this denial. 


reasons 
mission 


The Issues 


A. The Aggrievement 

Algonquin alleges that it is ag- 
grieved by virtue of the delay caused 
by the alleged refusal of the town of 
Danbury to grant it permits to cross 
At the 
hearing, five other road crossings for 
which authority was desired to make 
excavations were brought in issue. It 
is the contention of Algonquin that 
authority has been received to effect 
immediate entry on all properties con- 
cerning which there exists any contro- 
versy with respect to the extent of 
damages to be awarded as a conse- 
quence of condemnation proceedings 
and that all other rights of way or 
easements have been secured through- 
out Connecticut. It also points out 
that the added costs of constructing 
pipeline facilities without a continuity 
of right of way adds much to the cost 
of the entire line. Of the 246 miles of 
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its proposed line Algonquin has com- 
pleted 191 miles, leaving approxi- 
mately 55 miles to be completed, of 
which 7 are in Danbury. As of July 
31, 1952, it was the testimony that 
$31,500,000 has been spent by Algon- 
quin, of which the witness estimated 
between seven and eight million had 
been expended in Connecticut. The 
daily interest payment to bond holders 
for funds used to finance the construc- 
tion approximates $4,000 per day. It 
appears that Algonquin now proposes 
to complete its pipeline by October 15, 
1952, and has so informed distribut- 
ing company customers to whom it 
will sell and deliver natural gas. 
Algonquin proposes under its cer- 
tificate to serve the cities of Water- 
bury, New Haven, Hartford, New 
London, Willimantic, Putnam, Nor- 
wich, and Mystic in Connecticut; and 
Boston and Providence, among other 
We have 
taken administrative notice of the re- 
ports made in the ordinary course of 
business by Connecticut gas distribut- 


cities in Massachusetts. 


ing companies to this Commission re- 
specting the existing 
manufactured facilities in this 
state to provide for peak demands dur- 
ing a prolonged period of severe win- 
ter weather. These facilities would be 
taxed to their limits if required to meet 
these demands during the coming win- 
ter. Because of the absence of con- 
struction of additional facilities for 
manufacturing gas which would have 
been built but for the advent of natu- 
ral gas, it is clear that a delay in con- 
struction of Algonquin’s _ pipeline 
which will provide the means of allevi- 
ating this critical shortage, in Con- 
necticut at least, would react against 
the public interest and hence constitute 


adequacy of 


gas 
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an aggrievement not only to Algonquin 
but to the gas distributing companies 
and to the consumers in the state of 
Connecticut. 

We have also taken administrative 
notice of the large expenditures by the 
distributing companies which will be 
supplied by Algonquin, made for the 
purpose of constructing facilities to 
bring the natural gas from the lines of 
Algonquin to the distribution system 
of the companies and to adopt their 
systems to its use. Large sums have 
been borrowed for the purpose of fi- 
nancing this construction as well as 
for financing conversion from manu- 
factured to natural gas. The delay in 
bringing natural gas to these compa- 
nies increases their costs since they 
must continue to distribute the more 
expensive manufactured gas while at 
the same time bearing the burden of 
servicing the carrying charges on the 
additional capital required to finance 
the expansion and conversion of the 
facilities needed for the use of natural 
gas. A further delay is, therefore, 
clearly contrary to the public interest. 

We find, on the basis of the above 
recital of facts, that at the time of the 
filing of the petition by Algonquin it 
was in fact aggrieved and suffered a 
delay in point of time and will con- 
tinue to suffer such a delay which will 
react with pecuniary disadvantage to 
Algonquin and is contrary to the pub- 
lic interest. 

B. The Refusal 

[4] The town of Danbury relies on 
the contention that there has been in 
fact no refusal but that a decision was 
merely deferred pending the determi- 
nation by the town meeting. It claims 
that the selectmen of the town have 
no power to grant permits to make ex- 


cavations in public highways and allow 
Algonquin to lay its pipelines therein 
on the theory that such an act is prop- 
erly the subject of a town meeting deci- 
sion only and is beyond the authority 
of the selectmen. It argues that, in 
accordance with § 2117, the town 
meeting, not the selectmen, is the au- 
thority having jurisdiction over the 
maintenance of the highways, and 
maintains that the selectmen were at 
all times, and continue to be, willing 
to submit to the town meeting the 
question of granting permits as re- 
quired by Algonquin, once the matter 
of disputes with landowners in the 
town of Danbury respecting damages 
for the acquisition of rights of way are 
settled. At the hearing, counsel for 
the town of Danbury indicated that 
with the conclusion of the litigation re- 
specting Algonquin’s right of imme- 
diate entry, the town selectmen were 
now willing to submit the matter to a 
town meeting. This, it was asserted, 
could be done on five days’ notice. 

The applicable provisions of the 
General Statutes, however, state clear- 
ly that an application for authority to 
open or make an excavation in a por- 
tion of the public highway by a public 
service comipany shall “if required by 
the authority having jurisdiction over 
the maintenance of such highway” be 
made to such authority. There is 
abundant evidence in the General 
Statutes that the authority having 
jurisdiction over the maintenance of 
the highways in a town in which there 
is no specifically appointed superin- 
tendent of streets or highways is the 
board of selectmen. 

Chapter 105 of the General Statutes, 
Revision of 1949, is concerned with 
highways, bridges, and ferries, and sec- 
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tion after section of this chapter places 
the jurisdiction of town roads squarely 
on the selectmen. Under § 2127, the 
selectmen may be compelled to make 
improvements as may be necessary by 
order of the county commissioners. 
Under § 2132, the selectmen have duty 
to keep the road open and prevent it 
from being impassable from an accu- 
mulation of snow. Under the provi- 
sion of § 2138, it is the selectmen to 
whom is given the right to lay out 
necessary roads, and the selectmen are 
the ones in § 2147 who are given au- 
thority to discontinue existing high- 
ways. Section 2152 authorizes the 
selectmen to appropriate material 
from individual owners of certain 
property for use in making and re- 
pairing highways. The determina- 
tion of boundaries of the road is given 
to the selectmen under § 2166. (Em- 
phasis supplied. ) 

The principal purpose and effect of 
Title 105, “Highways and Bridges,” 
more particularly of § 2117, on which 
Danbury relies, is to authorize a town, 
as opposed to the state, to lay out, con- 
struct, and repair streets, to appro- 
priate money therefor, and particularly 
to fix liability in the event of failure to 
repair a street. There appears no- 
where an inference that the language 
was intended to do anything more defi- 
nite. The legislation was required if 
towns were to be made responsible for 
repairs of streets, since the duty of 
maintenance of highways is normally 
a function of the state. It may im- 
pose this duty on whom it chooses, 
however, and since as early as 1672, 
the burden of maintaining highways 
has been placed on the towns with cer- 
tain exceptions not here relevant, De- 


Capua v. New Haven (1940) 126 
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Conn 558, 560, 13 A2d 581. That 
this specific delegation must be done 
by statute is evident when it is remem- 
bered that at least since Baldwin y. 
North Branford (1864) 32 Conn 47, 
it has been held that towns in Connect- 
icut have no so-called inherent powers 
but must rely on specific legislative 
delegations. That this was in fact the 
case has been decided by a long line of 
well-reasoned cases. Reference need 
only be made to Makepeace v. Water- 
bury (1902) 74 Conn 360, 50 Atl 
876, wherein the entire legislative his- 
tory of the subject is traced and to 
Smith v. Milford (1914) 89 Conn 24, 
30, 92 Atl 675. 

None of the decisions even imply, 
however, that, in addition, § 2117 
made the maintenance of public streets 
a responsibility of the entire towns- 
people to be discharged only by a 
town meeting. On the contrary, the 
selectmen of the towns have always 
been considered the agents of the town 
in carrying out the duty of repairs and 
maintenance imposed by statute, Mal- 
lory v. Huntington (1894) 64 Conn 
88, 100, 29 Atl 245, and in doing so 
have been held to have a right to exer- 
cise their discretion as to the time 
when they would perform the repairs, 
Atwood v. Partree (1887) 56 Conn 
80, 82, 14 Atl 85. 

It would accordingly be contrary to 
the expressed intent of the general 
assembly, as interpreted by the su- 
preme court of errors, to stretch the 
meaning of § 2117 to the extent urged 
by Danbury. 

Danbury argues further, however, 
that in this particular exercise of au- 
thority the selectmen cannot give a 
permit to open streets because to do 
so would be a conveyance of interest in 
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land owned by the townspeople and 
properly the function of the towns- 
people expressed through a town meet- 
ing only. The application by Algon- 
quin requires only a permit for 
opening and not a right of way or 
easement. In fact, it is doubtful that 
the town could convey any greater 
interest since a town as such does not 
ordinarily have a sufficient quantum of 
title in the land on which roads are 
built to support such a conveyance. 
“The town as such has no title to or 
lien upon or right of property in a 
town highway.” Dawson v. Orange 
(1905) 78 Conn 96, 117, 61 Atl 101. 

The granting of permits for excava- 
tion and laying of utility lines, how- 
ever, is something entirely different 
from a conveyance of right of way or 
interest inland. This power is similar 
to the licensing authority and is the 


exercise of the police power of the 


state. As to this power, there is no 
doubt that its exercise can be delegated 
by the general assembly to the town 
authority having jurisdiction over the 
maintenance over the highways which, 
as shown above, is the selectmen. We, 
therefore, reject this argument. We 
find that the board of selectmen is the 
authority having jurisdiction over the 
maintenance of the highway and that it 
is the proper body before which to 
bring the request for permits for open- 
ing the highways in question. 

After the conclusion of the hearing, 
counsel for the town of Danbury trans- 
mitted a certified copy of a resolution 
adopted at a town meeting duly called 
and held in the town of Danbury to 
consider the issuance of permit in- 
volved in this proceeding. Because 
of our conclusions above, however, and 
because this proceeding was heard and 


the finding made on the facts as devel- 
oped at the hearing, no comment is 
made respecting such meeting. 

There remains but one considera- 
tion, that is, whether the board of se- 
lectmen have in fact made a denial. 
There appears in the record a letter 
from the town counsel of Danbury, ad- 
dressed to counsel for Algonquin, 
which states, among other things, as 
follows : 

“You have been repeatedly advised 
by Mr. Sauer, first selectman of the 
town of Danbury, that he is not will- 
ing to issue a permit to lay and install 
your pipeline across the Hayestown 
school property, in the town of Dan- 
bury, unless and until he has been so 
instructed by a town meeting. This 
also applies to any and all town roads 
under which you propose to lay your 
pipeline.” 

There also appears uncontradicted 
testimony to the effect that on July 24, 
1952, in a conversation with the su- 
perintendent of the land and legal de- 
partment of Algonquin, the town 
counsel of the town of Danbury re- 
affirmed the town’s position that (1) 
no permits would be given until a 
town meeting was held and that (2) no 
such town meeting would be held until 
all disputes with landowners in the 
town of Danbury were settled. We 
find, in the facts of record, that the 
above-cited actions and the uncontested 
fact that no permit has been issued, 
although the town of Danbury was 
first approached in January or Febru- 
ary of 1952, is equivalent to a refusal 
as contemplated by § 5642. 


C. Reasonableness of the Denial 
We find on the basis of the above- 
recited conclusions that (a) the first 
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reason advanced by the selectmen and 
the town counsel, that the town meet- 
ing, not the board of selectmen, was 
the proper party before whom to bring 
the request for permits, was based on 
an erroneous conclusion, was con- 
trary to law and hence unreasonable 
and (b) that the second reason that 
no town meeting would be called or 
permit given until disputes with all 
landowners respecting dollar damages 
were settled was based on a premise 
immaterial to the issue and, therefore, 
was unreasonable. 

Algonquin has complied with all 
applicable requirements of the General 
Statutes and of the rules of this Com- 
mission. The plans and specifications 
for the construction of the pipeline 
road crossings have been submitted in 
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evidence and have been carefully con- 
sidered by the Commission. They 
appear to meet the requirements of this 
Commission’s rules, regulations, and 
construction standards for high pres- 
sure gas transmission pipelines and we 
see no reason why the permit should 
not be granted. Acting under the pro- 
visions of § 5642, therefore, we find 
that Algonquin should be granted a 
permit to open and make excavations 
in the public highways which are in 
evidence in this proceeding and that 
such excavations should be carried out 
in strict accordance with the rules and 
regulations governing the construction 
and operation of natural gas pipeline 
companies contained in Docket No. 
8612 of this Commission. 
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Allentown-Bethlehem Gas 


Company et al. 


Docket No. 


G-1910 


September 4, 1952 


APPLICATION by gas company for certificate authorising ac- 
A git 


uisition of facilities 


of subsidiaries under a merger plan; 


approved. 


Consolidation, merger, 
sidiaries. 


and sale, $18 — 


Acquisition of gas facilities from sub- 


An application by a gas company for authority to acquire and operate all 
of oe facilities of several subsidiary companies under a proposed plan of 
merger, which apy plic: ition stated that the acquiring company would render 
all of the service “in exactly the s —_ manner in which they are presently 
being operated and rendered,” and that the merger plan would result in 
greater efficiency and economy, effect a tax saving, enable stockholders to 
hold directly their investment in the properties of the subsidiary companies, 
and remove the acquiring company from the status of a holding company, 
was approved, w here it appeared that the state Commission had already ap- 
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proved the plan of merger and that the acquisition was consistent with the 
present and future public convenience and necessity. 


By the Commisston: On March 6, 
1952, | Allentown-Bethlehem Gas 
Company (Allentown), Consumers 
Gas Company (Consumers), The 
Harrisburg Gas Company (Harris- 
burg), Lancaster County Gas Com- 
pany (Lancaster), and The United 
Gas Improvement Company (U.G.I.), 
hereinafter sometimes collectively re- 
ferred to as applicants, filed a joint 
application, as supplemented and 
amended on April 18th, April 30th, 
and July 11th, 1952, pursuant to § 7 
t the Natural Gas Act, 15 USCA 
§ 717f. 

Allentown, Consumers, Harrisburg, 
and Lancaster seek an order, pursuant 
to $ 7(b) of the Natural Gas Act, per- 
mitting and approving the abandon- 
ment of certain facilities and services 
of the aforementioned companies, as 
hereinafter described. 

The United Gas Improvement Com- 
pany seeks a certificate of public con- 
venience and necessity, pursuant to § 7 
of the Natural Gas Act, authorizing it 
to acquire and operate all of the facili- 
ties and to render the services proposed 
to be abandoned by Allentown, Con- 
sumers, Harrisburg, and Lancaster, 
including the facilities of the Lebanon 
Valley Gas Company, under its pro- 
posed plan of merger. 

Applicants (Allentown, Consumers, 
Harrisburg, and Lancaster) are sub- 
sidiaries of U.G.I., which is a holding 
company registered with the Securi- 
ties and Exchange Commission. The 
aforementioned subsidiaries are cor- 


porations organized and existing un- 
der the laws of the commonwealth of 
Pennsylvania and are engaged in the 
business of supplying and distributing 
a mixed gas in nine counties located 
in southeastern Pennsylvania, extend- 
ing from the Susquehanna river east- 
ward to the Delaware river. Lan- 
caster serves straight natural gas in a 
portion of the area which it serves. 

The proposal of the applicants will 
result in the complete dissolution of 
Allentown, Consumers, Harrisburg, 
and Lancaster, with U.G.I. perform- 
ing all the present services and opera- 
tions. 

The facilities (all of which are lo- 
cated in southeastern Pennsylvania) 
and services which are proposed to be 
abandoned by applicants (Allentown, 
Consumers, Harrisburg, and Lancas- 
ter) and the facilities of Lebanon Val- 
ley Gas Company, all of which are pro- 
posed to be acquired by U.G.L., are set 
forth in its application, and include the 
following pipelines and services :? 


Allentown-Bethlehem Gas Company 

Line from the 14-inch natural gas 
line of the Manufacturers Light and 
Heat Company to Allentown’s distri- 
bution plant at Didier, which was cer- 
tificated by the Commission’s order 
issued December 19, 1949, in Docket 
No. G—-1255, 8 FPC 426. 

Lines from the distribution plant at 
Didier to Easton, Nazareth, Butz- 
town, Bath, Allentown, Northampton, 
Greenawalds, Sterlingworth, Wes- 
coesville, Emmaus, Macungie, Old 





_1 The map attached to applicants’ supplement 
filed on April 18, 1952, depicts the pipeline 
lacilities proposed to be abandoned and all 


[6] 


facilities to be acquired under applicants’ plan 
of merger. 
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Zionsville, Vera Cruz, Hellertown, 
Center Valley, Richlandtown, Quak- 
ertown, Trumbauersville, Sellersville, 
Perkasie, and Silverdale. 

Lines from the distribution plant at 
Easton to the center of the bridge 
crossing the Delaware river through 
which gas is supplied to City Gas Com- 
pany at Phillipsburg, New Jersey. 
The gas carried by such lines is sold 
by Allentown-Bethlehem Gas Com- 
pany to City Gas Company of Phil- 
lipsburg, N. J., for resale by the latter 
company. 


Consumers Gas Company 

Line from the natural gas line of 
the Manufacturers Light and Heat 
Company near Millway to Consumer’s 
distribution plant at Reading, which 
line was certificated by the Commis- 
sion’s order issued December 19, 1949, 
in Docket No. G—1236, 8 FPC 426. 

Lines from the distribution plant at 
Reading to Temple, Fleetwood, Kutz- 
town, Topton, Wernersville, Womels- 
dorf, Mohnton, Baumstown, Birds- 
boro, and Douglassville. 

Lines from Womelsdorf to connec- 
tion points with the lines of the Leba- 
non Valley Gas Company at the Leba- 
non county-Berks county line. 

Line from Douglassville to the con- 
nection point with the line of the Phil- 
adelphia Electric Company near Potts- 
town. 


The Harrisburg Gas Company 

Line from the natural gas line of the 
Manufacturers Light and Heat Com- 
pany near Billmeyer to Harrisburg’s 
distribution plant at Steelton, which 


line was certificated by the Commis- 
sion’s order issued December 19, 
1949, in Docket No. G—1254, supra, 

Lines from the distribution plant at 
Steelton to Hainton, Colonial Park, 
Harrisburg, Heckton, Enola, Shire- 
manstown, Mechanicsburg, Carlisle, 
New Market, Middletown, Royalton, 
Elizabethtown, and Marietta. 

Line from Steelton to the connec- 
tion point with the line of the Lebanon 
Valley Gas Company at the Dauphin 
county-Lebanon county line. 


Lebanon Valley Gas Company 

Lines from the connection point with 
the line of the Harrisburg Gas Com- 
pany at the Dauphin county-Lebanon 
county line to Hummelstown, Pal- 
myra, Campbellstown, Annville, Leb- 
anon, and Avon. 

Lines from the connection points 
with the lines of Consumers Gas Com- 
pany at the Lebanon county-Berks 
county line to Myerstown, Richland, 
and Sheridan.? 


Lancaster County Gas Company 

i. Line from the natural gas lines 
of Texas Eastern Transmission Cor- 
poration to Lancaster ; 

ii. Line from the natural gas lines 
of Texas Eastern Transmission Cor- 
poration to Columbia ; 

iii. Line from the natural gas lines 
of the Manufacturers Light and Heat 
Company to Mount Joy; 

iv. Line from the natural gas lines 
of the Manufacturers Light and Heat 
Company to Manheim; 

v. Line from the natural gas lines 
of the Manufacturers Light and Heat 
Company to Lititz. 





2The facilities to be acquired from the 
Lebanon Valley Gas Company will be an in- 
tegral part of U.G.I.’s proposed transmission 
pipeline system under the company’s aforemen- 
tioned plan of merger. 
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abandon were certificated by the Commission's 
order, issued December 19, 1949, in Docket No. 
G-1253, 8 FPC 426. 
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Allentown (which also sells gas for 
resale to the City Gas Company of 
Phillipsburg), Harrisburg, and Lan- 
caster are the sole distributors of gas 
in the communities and adjacent areas 
for which they are named ; while Con- 
sumers is the sole distributor of gas in 
Reading, Pennsylvania, and adjacent 
areas. In addition, Consumers and 
Harrisburg provide all of the gas re- 
quirements of Lebanon Valley Gas 
Company, an affiliate, for resale in ad- 
jacent areas. 

Upon acquisition of the above-de- 
scribed facilities, U.G.I. proposes to 
continue operation of all of such facil- 
ities and to render all the services “in 
exactly the same manner as they are 
presently being operated and _ ren- 
dered,” except that upon consumma- 
tion of the merger there will no longer 
be any sale for resale to the Lebanon 
Valley Gas Company by either Harris- 
burg or Consumers. 

Sale now being made by Allentown 
to City Gas Company of Phillipsburg, 
N. J., will now be made by U.G.I. 
Upon receipt of the authorization 
herein sought, U.G.I. proposes to seek 
cancellation of the tariffs covering 
sales to Lebanon Valley Gas Company 
and to file a new tariff covering sale of 
gas to City Gas Company of Phillips- 
burg, which tariff will be identical to 
the tariff now on file, with the excep- 
tion that the name “The United Gas 
Improvement Company” will be sub- 
stituted for that of “Allentown-Bethle- 
hem Gas Company.” 

Allentown, Consumers, Harrisburg, 
and Lancaster purchase their natural 
gas supply from the Manufacturers 





*The gas delivered to Consumers by Phila- 
delphia Electric Company is a mixture of nat- 
ural and manufactured gas. 


Light and Heat Company. In addi- 
tion, Consumers also purchases natu- 
ral gas from the Philadelphia Electric 
Company.* Deliveries of natural gas 
to Allentown, Consumers, Harrisburg, 
and Lancaster were authorized by the 
Commission in its order issued June 1, 
1948, Re Philadelphia Electric Co. 
Docket No. G—1030, 7 FPC 671, and 
Re Manufacturers Light & Heat Co. 
Docket No. G—1247, by order of the 
Commission issued December 19, 
1949, 8 FPC 426. 

Pursuant to due notice, a public 
hearing was held in Washington, 
D. C., on August 29, 1952, respecting 
the matters involved and the issues 
presented by the application. No pro- 
test to the application has been re- 
ceived. 


The United Gas Improvement Com- 
pany states that its proposed plan of 
merger is for the purpose of achieving 
greater efficiency and economy in the 
operation of its facilities, to effect a 
tax saving, to enable its stockholders 
to hold directly their investment in 
properties of the subsidiary companies 
and to remove U.G.I. from the status 
of a holding company. The proposed 
plan provides for the following: (1) 
Conversion of U.G.I. into a Pennsyl- 
vania public utility company, (2) 
merger into U.G.I. of its public utility 
subsidiaries and dissolution of its one 
hundred per cent controlled nonutility 
subsidiaries, and (3) disposal of all in- 
vestments in other companies, with the 
exception of a note issued by the Dela- 
ware Coach Company in the amount 
of $916,666.67. 

The United Gas Improvement Com- 
pany will carry out part one of the 
plan by taking over the operation of 
the Northern Liberties Gas Company 
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properties which are presently operated 
by the Philadelphia Gas Works Com- 
pany. Part two of the plan will be 
effected by the merger into U.G.I. of 
its seven subsidiaries’ whereupon 
U.G.I. will remain the only surviving 
corporation. All assets and liabilities 
of the subsidiaries will be taken up by 
U.G.I. and all rights of the subsidi- 
aries will be vested in U.G.I. 

It is proposed that no securities will 
be sold and all securities issued are to 
be exchanged for outstanding securi- 
ties of the subsidiary companies. The 
subsidiaries now have outstanding 
seven series of bonds in the principal 
amount of $15,758,000, which bear 
various interest rates. It is intended 
that these bonds will be exchanged 


Long-term Debt 

Preferred Stock 

Common Equity: 
Common Stock 
Earned Surplus 
Capital Surplus 


The Pennsylvania Public Utilities 
Commission, by its order dated June 
16, 1952, 
merger as outlined herein. 

The United Gas Improvement Cor- 
poration’s comprehensive plan, “which 
includes its proposed merger” as filed 
with the Securities and Exchange 
Commission, after hearings, is now 
awaiting decision. 

The Commission finds : 

(1) Allentown, Consumers, Har- 
risburg, and Lancaster own and oper- 
ate, among other facilities, a natural 
gas transmission pipeline system lo- 


has approved the plan of 


for identical amounts of the new bonds 
to be issued by U.G.I. with the same 
interest rates, maturities, redemptions, 
and similar provisions contained in 
the now outstanding bonds. 

Under part three of the plan, U.G.I. 
proposes to dispose of all of its hold- 
ings in other companies within one 
year, with exception of the note of the 
Delaware Coach Company in the 
amount of $916,666.67. It is the con- 
tention of U.G.I. that disposition of 
this note can be made only at a sacri- 
fice. 

After consummation of the proposed 
plan, the capital structure of U.G.L. 
will be comprised of debt, preferred 
stock, and common equity, as follows: 


$17,598,000 
2,500,000 


$18,146,727 

28,503,571 

2,869,475 
49,519,773 


$69,617,773 


100.0% 


cated in the state of Pennsylvania, 
and by such operations the aforemen- 
tioned applicants are engaged in the 
transportation of natural gas in inter- 
state commerce, subject to the juris- 
diction of the Commission and are, 
therefore, “natural-gas companies” 
within the meaning of the Natural 
Gas Act, as heretofore found by the 
Commission’s orders issued December 
19, 1949, in Docket Nos. G-1253, G- 
1254, G-1255, and G—1256, 8 FPC 
426. Of the aforementioned compa- 
nies, Allentown, Consumers, and Har- 
risburg are also engaged in the sale of 





5 Allentown-Bethlehem Gas Company, Con- 
sumers Gas Company, The Harrisburg Gas 
Company, Lancaster County Gas Company, 
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Lebanon Valley Gas Company, Luzerne Coun- 
ty Gas & Electric Corporation, and the Phila- 
delphia Gas Works. 
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natural gas in interstate commerce for 
resale for ultimate public consump- 
tion. 

(2) The properties described 
above, all as more fully described 
in the joint application, as supple- 
mented and amended, in Docket No. 
G-1910, include facilities used in the 
transportation of natural gas in inter- 
state commerce and in the sale in in- 
terstate commerce of natural gas for 
resale for ultimate public consumption, 
and the abandonment, under the plan 
of merger here proposed, of such fa- 
cilities to the United Gas Improve- 
ment Company is subject to the re- 
quirements of subsection (b) of § 7 
of the Natural Gas Act; similarly, 
their acquisition and operation by 
U.G.I. are subject to the requirements 
of subsections (c) and (e) of §7 of 
the Natural Gas Act. 

(3) The proposed abandonment by 
the applicants (Allentown, Consum- 
ers, Harrisburg, and Lancaster) of 
the natural gas facilities hereinbefore 
enumerated, and the acquisition and 
operation thereof by the United Gas 
Improvement Company are in the 
public interest; and permission and 
approval to abandon, and authoriza- 
tion to acquire and operate the same 
should be given as hereinafter ordered 
and conditioned. 


(4) It is necessary and in the pub- 
lic interest for carrying out the provi- 
sions of the Natural Gas Act that ap- 
propriate action be taken to modify 


the orders of the Commission in 
Docket Nos. G-1030, 7 FPC 671, and 
G-1247, 8 FPC 426, to effectuate the 
transfer of the gas supply of Allen- 
town, Consumers, Harrisburg, and 
Lancaster to their successor in inter- 


est, the United Gas 
Company. 

(5) The United Gas Improvement 
Company, a Pennsylvania corpora- 
tion, will, upon the acquisition and 
operation of the facilities above re- 
ferred to, be engaged in the transpor- 
tation and sale of natural gas in inter- 
state commerce and will, therefore, be 
a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(6) Applicant U.G.I. is able and 
willing properly to do the acts and to 
perform the services proposed and to 
conform to the provisions of the Nat- 
ural Gas Act and the requirements, 
rules, and regulations of the Commis- 
sion thereunder. 

(7) Applicant having requested 
the omission of the intermediate deci- 
sion procedure and all the require- 
ments of the provisions of § 1.32 (b) 
of the Commission’s Rules of Practice 
and Procedure [18 CFR 1.32 (b)] 
having been satisfied, sufficient cause 
exists for the Commission forthwith 
to render its final decision in the in- 
stant proceeding. 

(8) The present and future public 
convenience and necessity permit the 
abandonment under the plan of merg- 
er here proposed of the facilities of 
Allentown, Harrisburg, 
and Lancaster, described herein. 

(9) The acquisition and operation 
by the United Gas Improvement Com- 
pany of the facilities described herein 
and more fully set forth in its applica- 
tion, are required by public conven- 
ience and necessity, and a certificate 
therefor should be issued as hereinaft- 
er ordered and conditioned. 


Improvement 


Consumers, 


The Commission orders: 
(A) Allentown, Consumers, Har- 
risburg, and Lancaster be and they 
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are hereby granted permission and 
approval to abandon, under the pro- 
posed plan of merger above referred 
to, the facilities herein described, all 
as more fully set forth in the joint ap- 
plication, as supplemented and amend- 
ed, filed by the aforementioned com- 
panies in this proceeding. 

(B) A certificate of public conven- 
ience and necessity be and it is hereby 
issued to the United Gas Improve- 
ment Company to acquire and operate 
the facilities described above for the 
transportation and sale of natural gas 
for resale, all as more fully described 
in its application, as supplemented and 
amended, subject to the jurisdiction of 
the Commission upon the terms and 
conditions of this order. 

(C) The United Gas Improvement 
Company shall file the necessary mo- 


tions to modify the Commission’s or- 


ders issued in Docket Nos. G—1030 


and G—1247, supra, to achieve the 
modification referred to in finding (4) 
above, within thirty days after the 
date of issuance of this order, unless 
extended by further order of the Com- 
mission. 

(D) The United Gas Improvement 
Company shall, prior to commence- 
ment of the service herein authorized, 
file with the Commission a tariff and 
service agreement covering its pro- 
posed sale to the City Gas Company 
of Phillipsburg, New Jersey, which 
tariff shall include a rate not in excess 
of that presently charged by Allen- 
town-Bethlehem Gas Company and 
shall provide the same terms and con- 
ditions of service. 

(E) The United Gas Improvement 
Company shall file appropriate ac- 
counting entries recording the acqui- 
sition of the property of its predeces- 
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sors in interest, above referred to, in 
conformity with the provisions of the 
Commission’s Uniform System of Ac- 
counts Prescribed for Natural Gas 
Companies. 

(F) The United Gas Improvement 
Company shall report to the Commis- 
sion, in writing and under oath, with- 
in thirty days from the effective date 
of this order, unless extended by fur- 
ther order of the Commission, the 
date of the abandonment of the facil- 
ities herein described and the date of 
acquisition and commencement of 
operation by the United Gas Improve- 
ment Company. 

(G) The certificate granted to the 
United Gas Improvement Company is 
granted upon condition that U.G.L’s 
comprehensive plan of merger be ap- 
proved by the Securities and Ex- 
change Commission, and the grant of 
the authorization herein shall be with- 
out prejudice to any action which may 
be taken by that Commission. 

(H) The authorization contained 
in paragraphs (A) and (B) hereof 
shall be deemed to be effective only 
upon a modification of the orders in 
Docket Nos. G—1030 and G-124/, 
supra, so that U.G.I. will become the 
recipient of the deliveries of natural 
gas presently supplied to its subsidiary 
companies (Allentown, Consumers, 
Harrisburg, and Lancaster) by Phil- 
adelphia Electric Company and the 
Manufacturers Light and Heat Com- 
pany. 

(1) The certificate issued hereby to 
the United Gas Improvement Com- 
pany is not transferable, and shall be 
effective only so long as it shall con- 
tinue the operations hereby authorized 
in accordance with the provisions of 
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the Natural Gas Act and any perti- tofore or hereafter issued by the Com- 
nent rules, regulations, or orders here- mission. 
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Town of Spring Lake 


Vv 


Spring Lake Enterprises, Incorporated 


Docket Nos. W-2, Sub 2; W-2, Sub 3 
June 18, 1952 


EQUEST by consumer for reduction of water and sewer rates, 
R and application of water company to establish rates for hy- 
drant rental and fire protection service; rate reduction ordered 
and application to establish rate for hydrant rental and fire protec- 

tion service dismissed. 


Return, § 11 — Original cost basis — Actual value basis — Overdevelopment factor. 
1. A water company’s rates should be based on the actual value of such 
property as is devoted, or needs to be devoted, to public service, rather than 
on the full value or original cost, where the company purchased its plant 
from the United States Government for less than its original cost and where 
only a portion of the property is actually needed to provide necessary water 
and sewer services to meet the public needs, p. 88. 

Valuation, § 211 — Rate base determination — Overdevelopment factor. 

2. A water company’s rates should be based on the actual value of such 
property as is devoted or needs to be devoted to public service, where a 
portion of the company’s property is in excess of that required to serve all 
reasonable needs, and in excess of that presently devoted to public service, 
p. 88. 

Return, § 115 — Water company. 

3. A return of 6.50 per cent was considered fair and reasonable to both a 
water company and its ratepayers, p. 90. 
> 


APPEARANCES: Lester C. Carter, state of North Carolina, Raleigh, for 

Attorney at law, Fayetteville, for the the state of North Carolina. 
Town of Spring Lake; Buford T. _ ris ; 
Henderson, Attorney at Law, Win- McManan, Commissioner: In this 
ston-Salem, for Spring Lake Enter- proceeding an application has been 
prises, Inc.; Honorable John Hill made to the Commission by the town 
Paylor, Assistant Attorney General, of Spring Lake asking that the Com- 
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mission require a reduction in rates 
now charged for both water and sew- 
er, to citizens of Spring Lake who 
use said water for domestic and com- 
mercial purposes, by Spring Lake En- 
terprises, Inc., which holds a fran- 
chise to transmit and sell water for all 
purposes in the town of Spring Lake, 
North Carolina. Sprink Lake Enter- 
prises, Inc., has also petitioned the 
to establish a rate for 
hydrant rental, and for water to be 
used for fire fighting, to be charged by 
said company to the town of Spring 
Lake. It developed at the hearing 
that the town of Spring Lake has no 
desire to purchase or use water from 
the Spring Lake Enterprises, Inc., for 
fire-fighting purposes, and thus it now 
appears that there is no reason why 
rates and charges should be set for 
hydrant rental or for water used for 
fire-fighting purposes, and thus the 


Commission 


proceeding in so far as the application 
of Spring Lake Enterprises, Inc., is 
concerned is dismissed; and the Com- 
mission also holds that Spring Lake 
Enterprises, Inc., is under no obliga- 
tion to furnish water for fire-fighting 
purposes in the town of Spring Lake. 


During the course of the hearing 
many complaints were called to the 
attention of the Commission, by the 
officials of the town of Spring Lake, 
concerning certain alleged practices of 
the water company. It was con- 
tended also that said company has dis- 
criminated against some of its cus- 
tomers, and favored others in certain 
respects, particularly in the method 
used to charge for water used. The 
Commission has directed its adminis- 
trative staff to investigate all such 
complaints, and to require any and all 
corrections that may be necessary to 
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insure fair and equitable treatment of 
all customers of the water company; 
and by this order the Spring Lake En- 
terprises, Inc., is directed to dispense, 
measure, and charge for water to its 
customers and users only in accord- 
ance with the approved rates and 
charges attached to this order as Ap- 
pendix “A” and “B.” [Appendix “A” 
and Appendix ‘‘B” omitted herein.] 

The principal contention made by 
the town of Spring Lake herein is that 
Spring Lake Enterprises is now be- 
ing permitted to charge rates to its 
customers for water that are in excess 
of what should be sufficient to produce 
revenues to pay its operating expenses, 
and give it a fair and reasonable rate 
of return on its property that is de- 
voted to public service. On the other 
hand the company contends that its 
present rates are fair and reasonable, 
and that it is now earning only a rea- 
sonable return on the true value of its 
property devoted to public service. 
The question with respect to the con- 
tentions made hinges upon what the 
proper rate base is against which the 
company is entitled to earn a fair and 
reasonable return. 


[1,2] An audit of the company’s 
books reveals that the total net invest- 
ment in water and sewer utility plant, 
plus allowance for working capital, 
and after deducting appropriate re- 
serves and contributions, and after 
pro forma adjustments, as of Decem- 
ber 31, 1951, amounts to $142,776.- 
11. The evidence before the Commis- 
sion, and all the records indicate that 
this is based upon what the original 
cost of constructing the plant was, less 
the appropriate reserves and contribu- 
tions such as reserve for depreciation. 
On the other hand it is admitted by 
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the Spring Lake Enterprises, Inc., and 
those who own the stock in said com- 
pany, that this plant was acquired by 
purchase from the United States Gov- 
ernment in 1947, by three individuals 
who paid $22,500 for the entire plant, 
and that the present owners acquired 
the common stock of the company in 
1949, along with the assumption of 
certain liabilities by way of bank 
loans, for $48,011.11. The company 
contends that it is entitled to earn a 
rate of return on the amount original- 
ly invested in the plant, less appropri- 
ate reserves, that is on the $142,776.- 
11, while the town of Spring Lake 
contends that it should earn only a 
reasonable rate of return on what the 
present owners actually paid for the 
property. 


The evidence before the Commis- 
sion shows that a portion of the prop- 


erty acquired by Spring Lake Enter- 
prises, Inc., is neither necessary, nor 
actually being used by said company 
in furnishing water and sewer serv- 
ices to the users thereof in Spring 
Lake. The plant as originally de- 
signed and constructed by the Federal 
government was such as might be 
needed to provide service to a much 
larger community than actually exists 
at Spring Lake. The Commission 
does not question the actual value of 
the entire property, and there is no 
doubt but that it is well worth the en- 
tire sum of $142,776.11, yet on the 
other hand it cannot be questioned but 
that only a portion of the property is 
actually needed to provide necessary 
vater and sewer services to meet the 
needs of the town of Spring Lake in 
the foreseeable future. Had the pres- 
ent owners paid full value for the 
property there would be good argu- 


ment for their right to earn on the 
entire investment; and likewise if the 
entire property was needed to provide 
adequate service to supply the needs 
of the users of such services, it would 
be just and proper to allow the com- 
pany to earn on the full value of the 
property, regardless of the fact that 
they acquired it at a figure far less 
than its worth, or original cost. On 
the other hand since only a portion of 
the property is actually needed to 
serve the needs, and since the owners 
acquired it at a price far less than the 
original cost, or present value, the 
users of the service should not be re- 
quired to pay a rate sufficient to earn 
a reasonable return on the full value, 
or original cost, and it is the opinion 
of the Commission that such rates 
should be based on the actual value of 
such property as is devoted, or needs 
to be devoted, to public service; that 
is to supply the present needs, and 
those of the foreseeable future. The 
Commission has thus eliminated from 
the original cost or investment in wa- 
ter properties an amount of $17,995.- 
72, this sum representing the engi- 
neering staff of the Commission’s 
estimate of the cost of the facilities 
existing for the purpose of fire protec- 
tion, as compared with a reasonable 
investment in facilities which are ac- 
tually devoted to public service at the 
present time. We have also excluded 
from the base an additional amount 
of $32,243.70 which represents the 
staff engineering estimate of the por- 
tion of the sewer properties which is 
in excess of that required to serve all 
reasonable needs, and in excess of that 
presently devoted to public service. 
This represents a combined total of 
extra investment amounting to $50,- 
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239.42, which the Commission is 
eliminating from the rate base as be- 
ing excessive of reasonable needs. 
After eliminating this said amount 
from the rate base it necessarily fol- 
lows that the depreciation reserve bal- 
ance must be adjusted. This adjust- 
ment decreases the depreciation re- 
serve by $14,625.57, and when taken 
with the adjustment in gross invest- 
ment reduces the company’s net in- 
vestment in water and sewer plant by 
the extent of $35,613.85. Thus on 
this basis the total net investment in 
water and sewer utility plant, plus 
allowance for working capital, and less 
depreciation and contributions, which 
this company has in utility plant de- 
voted to public service, amounts to 
$107,162.20, which said figure the 
Commission finds to be a proper, just, 
and reasonable rate base upon which 
the company should be allowed a rea- 
sonable rate of return. 

[3] The Commission finds that 
the gross operating revenue of Spring 
Lake Enterprises, Inc., for the twelve 
months ending December 31, 1951, 
was $34,960.75; that after adjusting 
its operating revenue deduction by 
appropriate change in depreciation, 
adjustment of its taxes, both Federal 
income and other, and after the dis- 
allowance of an item referred to as 
officers’ expenses in the amount of 
$2,375, that its total operating reve- 
nue deduction for said period is $24,- 
756.46, and that thus its net operating 
income for return amounted to $10,- 
204.29. This when applied against its 


net investment in water and sewer 
utility plant, plus allowance for work- 
ing capital, found to be appropriate as 
above set forth, and in the sum of 
$107,162.22, produces a rate of return 
of 9.2 per cent. The Commission 
finds that such a rate of return is ex- 
cessive. 

Under the facts and circumstances 
existing in this case, we find, and so 
hold that a rate of return of 6.50 per 
cent on a rate base of $107,162.26, is 
fair and reasonable to both the Spring 
Lake Enterprises, Inc., and its rate- 
payers. In order to bring the rate of 
return down to this point it is neces- 
sary to reduce the gross annual rev- 
enues of the company by $5,236.44. 
Attached hereto and marked as Appen- 
dix “A” and Appendix “B” [omitted 
herein] is a schedule of rates that will 
produce such results, and the Commis- 
sion finds such rates to be proper. 

It is therefore ordered that rates 
and charges set forth and designated 
as Appendix “A” and Appendix “B” 
[omitted herein] be immediately put 
into effect throughout the entire system 
of the Spring Lake Enterprises, Inc., 
and that said company be, and it is 
hereby, authorized to charge said 
rates, and it is directed to strictly ad- 
here to the same in all respects with- 
out any exceptions. 

It is further ordered that a copy of 
this order be transmitted, under the 
seal of this Commission to the town 
of Spring Lake, Spring Lake Enter- 
prises, Inc., and all attorneys appear- 
ing in this cause. 
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MASSACHUSETTS SUPREME JUDICIAL COURT. SUFFOLK 


Boston Consolidated Gas Company 


Vv. 


Department of Public Utilities 


— Mass —, 106 NE2d 684 
June 12, 1952 


B ILL IN Equity by gas company for annulment of Commis- 
sion order disallowing proposed rates and authorizing new 
and lower rate alleged to be confiscatory; order annulled. 


Appeal and review, § 53 — Interlocutory decree after rescript — Exact accord- 
ance with rescript. 
1. An appeal from an interlocutory decree after rescript must be dismissed 
where the decree was in exact accord with the rescript, p. 93. 


Procedure, § 32 — Recommittal of case to hear specific testimony — Right to re- 
open entire case. 
2. The recommittal of a gas rate suit to a master for specific purposes does 
not reopen the whole case and gives the Department no right to reargue 
matters decided previously, p. 93. 


Appeal and review, § 74 — Recommittal of case to master — Duty to report evi- 
dence. 
3. A master, upon a decree of recommittal of a gas rate case that did not 
require a report of evidence, did not have the duty to report such evidence, 
except in so far as it might be necessary to enable the court to judge of the 
correctness of his rulings upon points of evidence and procedure raised 
during the course of the hearing, p. 93. 


Appeal and review, § 41 — Recommittal of case to master — Right to report evi- 
dence. 
4. Since an order of recommittal to a master did not authorize him to report 
evidence, the court on appeal could not consider evidentiary matter appear- 
ing in an appendix annexed to the master’s report, p. 93. 


Appeal and review, § 68 — Final decree — Revision of interlocutory decree where 
not appealed. 
5. Since there was no appeal from an interlocutory decree confirming a mas- 
ter’s report on recommittal, the interlocutory decree was open to revision on 
appeal from the final decree so far only as it appeared to the full court that 
the final decree was erroneously affected thereby, p. 93. 
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Return, § 52 — Confiscation — Gas company. 
6. A Department order permitting a gas company to file rates which would 
allow a return of only about 1.26 per cent was confiscatory, p. 94. 


APPEARANCES: R. H. Holt, Bos- 


ton, J. P. Rooney and A. P. Schmidt, 
Boston, for the petitioner; D. H. 
Stuart, Assistant Attorney General, 
for the respondent. 


Before Qua, CJ., and Lummus, 
Ronan, and Spalding, JJ. 


Qua, CJ.: This is a bill in equity 
under GL (Ter Ed) Chap 25, §5, 
for the annulment as confiscatory of 
an order of the Department entered 
September 28, 1948, disallowing a 
schedule of rates for gas which had 
been filed by the company, and per- 
mitting it to file 
rates. 

When the case was here before, 
Boston Consol. Gas Co. v. Depart- 
ment of Public Utilities (1951) 327 
Mass 103, 90 PUR NS 259, 97 NE2d 
521, it appeared from the master’s 
first report that, in order that the 
company might operate successfully, 


new and lower 


maintain its financial integrity, at- 
tract capital, and compensate its in- 
the 
volved, it must earn for interest and 
dividends not less than 6.25 per cent 
on a rate base of $45,000,000; but 


that the rates proposed by the com- 


vestors properly for risks in- 


pany itself would fall far short of pro- 
ducing such earnings and would pro- 
duce on an annual basis only about 
$400,000 more than the rates permit- 
ted by the Department. 327 Mass at 
p. 111,90 PUR NS at p. 265. Why 
the company did not seek a larger re- 
turn has never, so far as we know, 
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been explained in this litigation and is 
immaterial now. Good reasons may 


have existed. It further appeared 
from the first report that the company 
operated a business of selling gas ap- 
pliances and charged to its business of 
selling gas certain expenses for sales- 
men, clerk hire, and advertising which 
in our opinion ought to have been 
charged to the appliance business and 
ought not to have been included in the 
expenses of selling gas. 327 Mass at 
pp. 108-112, 90 PUR NS at pp. 263- 
265. We took the view that, although 
the rates asked for by the company 
would produce far less than it re- 
quired, it could not complain of con- 
fiscation if the rates permitted to it 
would, after correction of the improp- 
er charges, produce as great a return 
as would the rates filed by it. Since 
from the facts then before us we could 
not tell that correction of the improp- 
er charges would not result in wiping 
out the difference of $400,000 and 
showing a return from the gas busi- 
ness as great as that of the rates filed, 
we ordered that the Department's 
thirty-fifth exception to the master’s 
first report, the only exception di- 
rected against the improper charges, 
be sustained and that the cause be 
recommitted to the master to report 
the amount of expenses for salesmen, 
clerk hire, and advertising properly 
allocable to the gas business and to the 


appliance business. These were the 


only expenses which appeared from 
that part of the master’s first report to 
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which the Department’s thirty-fifth 
exception referred to been 
wrongly charged to the gas business. 
We also ordered that the master be 
directed to report “‘whether any sig- 
nificant portion of the company’s in- 
vested capital has been withdrawn 
from the service of the public in the 
gas business for purposes of the ap- 
pliance business, and if so, how much 
. .” 327 Mass at p. 113, 90 
PUR NS at p. 266, 97 NE2d at p. 
527. The purpose of this last order 


have 


was to ascertain whether the separa- 
tion in the accounting between the gas 
business and the appliance business 
would involve any changes in the rate 
base of sufficient consequence to be 
considered. Except as affected by the 
sustaining of the Department’s thirty- 
fifth exception, we directed that the 
master’s first report, together with a 
second or “supplementary” report 
dealing with a minor matter not now 
important, be confirmed. 

[1] Upon the filing of the rescript 
ot the full court, the single justice en- 
tered an interlocutory decree after re- 
script, from which the Department 
filed an appeal. Since the decree was 
in exact accord with the rescript, this 
appeal must be dismissed. Carilli v. 
Hersey (1939) 303 Mass 82, 85, 20 
NE2d 492. 

[2] The recommittal to the master 
for the specific purposes hereinbefore 
enumerated did not reopen the whole 
case. It gave the Department no 
right to reargue matters decided when 
the case was here before. No case 
could be ended if each new step in the 
course of the proceeding were to be 


treated as a new beginning of the 
whole case. The duties of the master 
and the rights of the parties on recom- 
mittal were strictly limited by the 
terms of the interlocutory decree re- 
committing the cause. It is obvious 


from the master’s third report that he 
understood the nature of his duties 
under the decree of recommittal and 
has performed them according to the 


decree. 

Upon the coming in of the master’s 
third report the single justice entered 
an interlocutory decree overruling the 
exceptions of both parties to that re- 
port and confirming the report, and a 
final decree annulling the order of the 
Department of September 28, 1948. 
The Department appeals from the 
final decree only. The company ap- 
peals from the interlocutory and final 
decrees, and also from an interlocu- 
tory decree denying its motion to 
strike a portion of the master’s re- 
port. 

[3-5] The Department filed twen- 
ty-five objections to the master’s third 
report. Upon the filing of the report 
these objections automatically became 
exceptions. Equity Rule 26, 252 
Mass 608. Many of them do not 
briefly and clearly specify the matters 
objected to and the cause thereof as 
required by the rule. Others com- 
plain of the refusal of the master to 
go beyond the scope of the recommit- 
tal. Still others are based upon evi- 
dence not reported by the master. 
The decree of recommittal did not re- 
quire the master to report evidence, 
and it was not his duty to do so, ex- 
cept in so far as might be necessary 
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to enable the court to judge of the cor- 
rectness of his rulings upon points of 
evidence and procedure raised during 
the course of the hearing before him. 
Cook v. Scheffreen (1913) 215 Mass 
444, 102 NE 715; Smith v. Lloyd 
(1916) 224 Mass 173, 112 NE 615; 
Spiegel _v. Beacon Participations 
(1937) 297 Mass 398, 406, 8 NE2d 
895. The master does refer to a so- 
called “Appendix” annexed to the 
Department’s objections containing a 
transcript of ‘“‘a substantial portion” 
of the evidence, which, however, is “‘to 
a substantial extent fragmentary and 
incomplete.” The master declined to 
report this “transcript,’’ but did seek 
to report his rulings on evidence as set 
forth in the “transcript.” The “tran- 


script” was not reported generally, 
and if it had been it could not be con- 
sidered for the purpose of giving life 


to the Department’s exceptions, since 
the master was not authorized to re- 
port the evidence, much less frag- 
ments of the evidence presented to 
him by one side in the litigation. 
Lindsay v. Swift (1918) 230 Mass 
407, 409, 119 NE 787; Joyner v. 
Lenox Savings Bank (1947) 322 
Mass 46, 57, 58, 76 NE2d 169, and 
cases cited. The “transcript,” even if 
we assume that it was proper for the 
master to use it as a vehicle for report- 
ing his rulings on evidence, cannot be 
considered in connection with the de- 
partment’s exceptions on questions of 
evidence, because the Department did 
not appeal from the interlocutory de- 
cree confirming the master’s report. 
That decree was therefore open to re- 
vision on the appeal from the final de- 
cree “‘so far only as it appears to the 
full court” that the final decree was 
“erroneously affected thereby.” GL 
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(Ter Ed) chap 214, § 27. It does not 
appear that the final decree was erro- 
neously affected by any rulings of the 
master on questions of evidence. Fay 
v. Corbett (1919) 233 Mass 403, 409, 
410, 124 NE 73; Canning’s Case 
(1933) 283 Mass 196, 199, 186 NE 
243; Arey v. George Associates 
(1937) 299 Mass 130, 132, 12 NE 
2d 84; Regan v. Tierney (1940) 306 
Mass 168, 27 NE2d 698. It could 
also be said of others of the objections 
that the action of the master com- 
plained of does not appear to have er- 
roneously affected the final decree. It 
does not seem to us that any of the 
findings of the master were based up- 
on guesswork or conjecture or were 
arbitrary, as alleged in some of the 
objections. He seems to have 
weighed the evidence with care. 
Some of the questions submitted to 
him on recommittal were not suscepti- 
ble of mathematically exact answers 
Certainly in the absence of a full and 
complete report of the evidence we 
cannot say that the findings were not 
supported. Further discussion of the 
Department’s exceptions to the mas- 
report would serve no useful 
purpose. We have examined them all 
with care and discover nothing that 
vitiates the master’s findings. 

[6] The facts shown in the mas- 
ter’s third report do not help the De- 
partment. The allocation of expenses 
between the gas business and the ap- 
pliance business results in adding at 
most only $75,531 to the revenue ot 
the gas business available for interest 
and dividends. Only $50,000 of the 
company’s invested capital has been 
withdrawn from the service of the 
public in the gas business for purposes 
of the appliance business. This sum 


ter’s 
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extent that would be brought about 
by the rates which it filed. 

The Department’s appeal from the 
interlocutory decree after rescript is 
dismissed. The company’s appeals 
have become of no importance and 


es not can have no significant effect upon a 
erro- rate base of $45,000,000. The earn- 
of the ings under the Department’s order are 

Fay still less than they would have been 
» 409, under the rates filed by the company 
Case by, roughly, not less than $325,000, 





Pros and amount to approximately 1.26 per are deemed to be waived. The inter- 
i cent on a rate base of $45,000,000. locutory decree denying the com- 
) 306 This is confiscatory. There would pany’s motion to strike a portion of 

. still be confiscation if the rate base the master’s report is affirmed. The 
could , ne : . ; : 

were taken at any lesser figure which interlocutory decree overruling the ex- 
‘tions : ——. Ra : 

on any theory could possibly be war- ceptions of both parties to the master’s 
com- : és . ie 
ranted by any facts found by the mas- third report and confirming the report 
.§ . ter. The company had a right to try is affirmed. The final decree is af- 
ur to increase its earnings at least to the firmed. 
f the " 
So ordered. 
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care. 
d to . - : 
pti Re Rule No. 32 Governing Common 
wers. 

and Carriers by Motor Vehicle 

> we ; 

not 

f the Case No. 5045, P.U.C. No. 2193, 

- Decision No. 38994 
ae July 16, 1952 


seful 
n all 
that 


gree gcse of use of “application slips” by motor carrier 
instead of tickets; exception to rules granted. 


Rates, § 417 — Motor transportation — Employees of mining company — Waiver 
of ticket requirement. 

A motor carrier was permitted, in lieu of providing and selling tickets for 

transportation of miners and others under Commission rules and regulations, 

to use “application slips” where it had been agreed with the mining company 

that miners and others would sign these slips authorizing the deduction from 

wages of the amount due for bus fare and its remittance to the motor carrier. 


¥ 


By the Commission: Under date 
of December 18, 1950, Decision No. 
35803, Emil Voehringer, Silverton, 
Colorado, was granted a certificate of 
public convenience and necessity for 
the transportation of minors and per- 


sons, on schedule, between Silverton, 
Colorado, and the Idarado Mining 
Company, located on U. S. Highway 

No. 550. 
Since the beginning of operations 
under this certificate, the carrier and 
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the Idarado Mining Company, agreed 
that in lieu of selling tickets or col- 
lecting cash fares, the miners or per- 
sons would sign the following applica- 
tion for Bus Transportation slips: 


“Application for Bus Transportation 

“The undersigned, employed by the 
Idarado Mining. Company, hereby au- 
thorizes Idarado Mining Company to 
withhold from any wages or compen- 
sation due him $7 each half month 
for bus fare from Silverton to Treas- 
ury Tunnel and back again each day 
worked. 


Dated ... .. +, 1952 
Signature of Employee 


Thereafter these slips are forwarded 
to the office of the mining company, 
and each pay period, the amount spec- 
ified on the “application slip” is de- 
ducted from the miner’s wages and 
in turn paid to the carrier for bus 
service rendered. 

These “application slips” do not con- 
form to that portion of Rule No. 32 
of the Commission’s Rules and Regu- 
lations Governing Common Carriers 
by Motor Vehicle, which provides: 

“Motor vehicle carriers transport- 
ing passengers are required to provide 
and sell tickets, at tariff rates, to cover 
transportation of each and all pas- 
sengers carried, tickets to be taken up 


and canceled by the driver or persons 
in charge, provided that the Commis- 
sion may by order make such excep- 
tion from the operation of this rule 
as it may consider just and reason- 
able.” 

To comply with the rules and reg- 
ulations of the Commission, request 
has been made by the carrier for an 
order authorizing the use of the above 
“application slips” in lieu of providing 
and selling tickets for the transporta- 
tion of minors between Silverton, Col- 
orado, and the Idarado Mining Com- 
pany property located on U. S. High- 
way No. 550. 

After careful consideration of the 
facts, the Commission is of the opin- 
ion that the request is just and rea- 
sonable. 

The Commission finds, that the re- 
quirements of that portion of Rule 
No. 32 of the Rules and Regulations 
Governing Common Carriers by Mo- 
tor Vehicle, which requires Emil 
Voehringer, of Silverton, Colorado, 
P.U.C. No. 2193, to provide and sell 
tickets for the transportation of miners 
between Silverton, Colorado, and the 
Idarado Mining Company, should be 
waived and in lieu thereof the Com- 
mission should authorize the use of 
“Application for Bus Transportation” 
slips as more specifically shown in the 
statement above. 
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Industrial Progress 


A digest of information on new 
similer information relating 


vately managed utilities; 


«” construction by pri- 


to government owned utilities; news concerning prod- 
ucts, supplies and services offered by manufacturers, 
also notices of changes in personnel. 


Gas Utilities Continue to 
Expand to Meet Demand 


hee year 1952 has witnessed mounting ex- 
penditures by the gas industry to take care 
of the continuing demand for service, and there 
is every indication that the expansion program 
will be carried on during the next several years. 
This is evident throughout the country, as 
shown by these most recent figures on gas 
construction expenditures submitted by the fol- 
lowing compe nies, constituting a large and 
represent itive segment of all branches of the 
was mdus trv: 

clrisona Public Service Company (Phoenix, 
\riz.) reports that during the six-year period 
1946-1951 it has spent $13,030,000 for the ex- 
pansion of gas facilities. Expenditures for the 
current vear will amount to $2,183,000. It is 
estimated that $9,323,000 will be spent during 
the vears 1953-1957. 

ltlanta Gas Light Company (Atlanta, Ga.) 
- made gross additions to gas facilities since 

-J day amounting to $19,672,000. Estimated 
bi litures for the current year will account 
for an additional $4,589,000. It is expected that 
expenditures for the next five years will amount 
to $21,316,000. 

Brooklyn Borough Gas Company (Brooklyn, 
X. Y.) spent $4,000,000 during the period Sep- 
tember 1, 1945 through 1951. The gross addi- 
tions for 1952 are estimated as $270,000. The 
company contemplates spending $1,250,000 dur- 
ing the next five years. 

The Brooklyn Union Gas Company (Brook- 
Ivn, N.Y.) has been engaged in an extensive 
expansion program since V-J day, having 
spent $34,677,000 in this period. Construction 
expenditures during 1952 are expected to 
amount to $6,047,000. It is estimated that $22,- 
100,000 will be spent during the year 1953-1957. 

Central Hudson Gas & Electric Corporation 
(Poughkeepsie, N. Y.) reports that it spent 
$4,724,000 on expansion of gas facilities in the 
five years ending 1951. Expenditures will 
amount to $353,000 for the current year and 
$1,500,000 during the next five years. 

Central Illinois Light Company (Peoria, Ill.) 
spent $4,593,200 on expansion of gas facilities 
in the postwar period ending 1951. Expendi- 
tures for the current year will amount to $2,- 
760,900. The company contemplates spending 
4,000,000 during the next five years. 

Central Vermont Public Service Corporation 
(Rutland, Vt.) estimates that it will spend 
$100,000 for expansion of gas facilities during 
the next five years. 

Cincinnati Gas & Electric Company (Cin- 
cinnati, Ohio) reports that the cost of its gas 
construction program from V-J day through 
1951 was $13,000,000. E xpenditures for the cur- 


rent year will amount to $3,500,000. Expendi- 
tures for the next five years are estimated to 
be $17,000,000. 

Coast Counties Gas & f:lectrte Company 
(San Francisco, Calif.) has spent $9,285,000 
on gas expansion since the end of World W ar 
II. Expenditures in 1952 will amount to $1,- 
888,000 and for the following five years, $9,- 
(000,000. 

Colorado Interstate Gas Company (Colorado 
Springs, Colo.) has had an extensive program 
under way, having spent $49,563,370 since V-] 
day. Total gas expenditures for the current 
year, including subsidiary companies, will 
amount to $9,650,000. 

Columbta Gas System, Inc. (New York, 
N. Y.) reports that total expenditures for prop- 
erty additions for System companies during the 
period 1947-1951 was $256,398,000. Estimated 
expenditures for 1952 are $75,815,000. 

Community Public Service Company (Fort 
Worth, Tex.) has spent $556,398 for gas ex- 
pansion since V-J day. Expenditures for the 
current year through July amount to $17,248. 
Future plans call for a five-year program esti- 
mated to cost $200,000. 

Consolidated Edison Company of New York, 
Inc. (New York, N. Y.) reports that gas ex- 
penditures since V-] day have amounted to 
$87,700,000 with $5,700,000 having been spent 
during the current year. Expenditures for the 
next five years are expected to amount to $25,- 
300,000. 

Consolidated Gas Electric Light & Power 
Company (Baltimore, Md.) has spent $23,- 
457,976 for expansion of gas facilities since 
\V-I day. It is estimated that $4,137,000 will 
be spent during the current year. Gas — 
tures for the next five years are estimated < 
$30,000,000. 

Consolidated Natural Gas Company (New 
York, N. Y.) has been engaged in an extensive 
program during the last several years. From 
1946-1952, inclusive, this company has spent 
$253,000,000, with $48,000,000 being expended 
during the current year. 

Consumers Power Company (Jackson, 
Mich.) reports that total gas expenditures since 
V-J day amount to $42,935,300. Expenditures 

(Continued on Page 34) 
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are estimated at $13,000,000 for 1952 and $44,- 
000,000 for the four-year period 1953-1956. 

Danbury & Bethel Gas & Electric Light 
Company (Danbury, Conn.) has made addi- 
tions to its gas facilities since V-] day amount- 
ing to $1,060,000, with $30,000 being spent dur 
ing the current vear. The estimated cost of its 
1953-1957 program is $250,000 

Dayton Power & Light Company (Dayton, 
Ohio) has spent $8,288,892 since V-J day for 
expansion of cas facilities. Total expenditures 
for the current vear are estimated at $1,966,741 
It is expected that $12,804,000 will he spent 
during the next five vears 
ast Ohio Gas Company (Cleveland, Ohio) 
reports that during the postwar period, it has 
spent $67,100,000 for gas expansion, with $8, 
600,000 being spent during the current year 

kl Paso Natural Gas Company (EL Paso, 
Tex.) expects to spend $176,000,000 to build 
822 miles of main transmission line in’ the 
states of Texas, New Mexico, and Arizona 


Empire Southern) Gas Company (Fort 
Worth, Vex.) has invested $2,050,000 in gas 
facilities since V-] day. A construction pro- 
gram of $215,000 is being carried out during 
1952. For the five-vear period 1953-1957, con- 
struction is expected to total $1,025,000. 

Equitable Gas Company (Pittsburgh, Pa.) 
reports that expenditures since V-] day for 
plant improvements have amounted to $22,- 
000,000. Expenditures for the current year will 


amount to $4,182,000. Expenditures for the 
next five years are estimated at $16,600,000 

Hartford Gas Company (Hartford, Conn.) 
reports that it has spent $5,631,700 since \-| 
day. It estimates that it will spend $2,800,000 
during the next five years. 

Hope Natural Gas Company (Clarksburg, 
W. Va.) plans to construct 33 miles of pipe 
line in West Virginia and Virginia in order 
to obtain new supplies of natural gas from 
recently developed gas producing acreage in 
Wyoming and McDowell counties, West \ir- 
ginia, and Buchanan County, Virginia 

The proposed pipe line is estimated to cost 
$1,165,080. 

Indiana Gas ¢ Water Company, Inc. (\n- 
dianapolis, Ind.) reports that during the post- 
war period, it has expended $12,199,478 for 
construction. Total expenditures for the cur- 
rent vear will amount to $2,749,355. It expects 
to spend an additional $8,400,000 during the 
next five years 

lowa Power & Light Company (Des Moines, 
lowa) has made expenditures for construction 
of gas facilities since the end of World War 
I] amounting to $3,988,954. Estimated expendi- 
tures during the current vear amount to $1, 
104,300. The proposed 1953-1957 construction 
program amounts to $5,000,000. 

lowa Public Service Company (Sioux City, 
lowa) spent $4,700,000 for expansion of gas 
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facilities from V-J day through 1951. Total 
expenditures for the current year will amount 
to $750,000. It plans to spend $6,000,000 dur 
ing the next five years 

Kentucky-lWest Virginia Gas Company 
(Ashland, Ky.) reports that it has spent $11,- 
563,041 during the years following V-J day. 
Total expenditures for the current year will 
amount to $2,379,470. Construction during the 
next five years is expected to cost $12,873,150 

aclede Gas Company (St. Louis, Mo.) is 
in the midst of a broad expansion program 
Total expenditures in the postwar period 
amount to $34,132,000. Total 1952 expenditures 
will amount to $6,625,000. It is estimated that 
the 1953-1957 program will require expendi- 
tures of $30,000,000. 

Vadison Gas and Ilectric Company (Madi- 
son, Wis.) has spent $1,526,025 on its gas con- 
struction program since V-J day. The con- 
struction expenditures for 1952 will amount 
to $230,854 

Michigan Consolidated Gas Company (De- 
troit, Mich.) is engaged in a large expansion 
program, having spent $115,300,000 since the 
end of World War Expenditures for the 
current year will amount to $15,000,000. It is 
estimated that $60,000,000 will be spent during 
the vears 1953-1957. 

Middle South Utilities, Inc. (New York, 
N. Y.) reports that its system companies, the 
Mississippi Power & Light Company and New 
Orleans Public Service Inc., made capital ex- 
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penditures from 1946 through 1951 amounting 
to $11,400,000. Estimated expenditures for 
1952 will amount to $2,400,000. It is expected 
that construction from 1953 through 1957 will 
cost $11,100,000. 

Minneapolis Gas Company (Minne: ipolis, 
Minn.) spent $16,359,291 tor expansion of fa- 
cilities during the period 1946-1951. Approxi 
mately $5,500,000 is being spent during the cur 
rent year. It is estimated that the 1953-1957 
program will amount to $20,000,000. 

Mississippi River I'uel Corporation (St 
Louis, Mo.) has spent over $56,000,000 for im- 
provements and additions since V-J day. It is 
expected that the 1952 program will amount to 
$3,500,000. 

Missourt Power & Light Company (Jeffer- 
son City, Mo.) reports that its gas expansion 
program has cost $2,403,200 during the period 
following World War IL to date. Expenditures 
for the current year will amount to $709,067. 
Prospective gas expenditures for the next five 
vears are estimated at $2,500,000. 

Vontana-Dakota Utilities Company (Minne- 
apolis, Minn.) has spent $12,222,745 for gas 
construction since V-] day. Total 1952 expendi- 
tures will amount to $4,500,000. Proposed pro- 
gram for 1953-1957 calls for expenditures of 
$25,000,000 

Montana Power Company (Butte, Mont.) 
reports that its gas expansion program has 
called for_an expenditure of $10,200,000 since 
V-J day. Expenditures for the current year will 
total $2,400,000. It is estimated that construc- 
tion program for the next five vears will 
amount to $13,500,000. 

Mountain Fuel Supply ¢ ‘company (5 Salt Lake 
City, Utah) has been engaged in an expansion 
program which has called for the expenditure 
of $30,500,000 since V-J day. Expenditures for 
the current year are estimated at $5,100,000. 
Prospective expenditures for the next five years 
will amount to $28,000,000. 

Nashville Gas and Heating Company (Nash- 
ville, Tenn.) reports that its postwar expan- 
sion program has amounted to $5,333,054, with 
$850,000 being spent during the current year 
Proposed expenditures for 1953-1957 will 
amount to $4,000,000. 

Natural Gas Pipeline Company of America 
(Chicago, Ill.) has been engaged in an exten- 
sive construction program. Expenditures since 
V-J day have totaled $196,810,816. Cost of the 
current year’s program will be $28,791,925. Ex- 
penditures for the next five years are estimated 
at $127,557,621. 

New Haven Gas Light Company (New 
Haven, Conn.) has spent $4,677,000 on its ex- 
pansion program in the period from V-J day 
through 1951. The expenditures for 1952 will 
amount to $360,000 

New York and Richmond Gas Company 
(Staten Island, N. Y.) reports that the cost of 
expansion of facilities for the period 1947-1951 
has been $1,623,595. Total expenditures for 
1952 will amount to $400,000. Proposed 1953- 
1957 program will call for an outlay of $1,- 
500,000. 

New York State Electric & Gas Corpora- 

(Continued on Page 38) 
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pe If you’ve ever been stuck in a snow drift miles from nowhere, with the temperature 
38 degrees below, you know what Frank Clynch went through. 

— Seventy miles from town on a bleak February day, a sudden Montana ground 

since blizzard blew up drifts the car could not break through. 

= By driving steel pins in the ground to tie the winch line to, Frank, his driver 

will and their dependable KING Front-Mount Winch brought the car through drifts 
four feet high over a mile and a half of otherwise impassable countryside. At the 

-ake federal highway they waited for a snowplow to follow into the nearest town 

“~ and some good hot food. 

A As Frank says, “This operation took about five hours of the most miserable time 

ne I have ever spent. But had it not been for the KING Winch, we would probably 
still be somewhere in Montana.” 

“ose This is but one of the many instances where KING Front-Mount Winches have 

with helped oil men get back home... through snow, mud, rivers . . . over bad roads 

pe or no roads at all. 

wi 
Be prepared wherever your oil operation takes you, with a rugged, dependable 

rica KING up front. 

ten- ‘ 

sel For Willys e@ Ford @ Chevrolet @ GMC e = and some Dodge trucks 

the @ Others in development. 

Ex- 

ated 

— Write for bulletins on KING 

ex- Complete Front-Mount Winch 

day Assemblies to fit your trucks 

will 

any 

t of 

1951 


53. IRON WORKS 


$1,- 
ora- 2214 WASHINGTON AVENUE HOUSTON 10, TEXAS 
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tion (Binghamton, N. Y.) has mnade additions 
and improvements to its gas facilities since 
V-] day amounting to $4,544,452. Expenditures 
of $2,892,000 are Nokes made this year. They 
expect to spend $8,912,000 in the next five 
years. 

Niagara Mohawk Power Corporation (Syra- 
cuse, N. Y.) states that gas construction ex- 
penditures from 1946-1951, inclusive, have 
amounted to $18,300,000, with an additional $6,- 
400,000 being spent this year. Proposed ex- 
penditures for the next five years will aggre- 
gate $39,400,000. 

Northern Indiana Public Service Company 
(Hammond, Ind.) has expended $25,053,000 
since World War II for the improvement and 
enlargement of gas facilities. Total expendi- 
tures for the current year will amount to $6,- 
600,000. It is expected that the 1953-1957 pro- 
gram will account for an additional $30,000,000. 

Northern Natural Gas Company (Omaha, 
Neb.) has been engaged in an extensive ex- 
pansion program, having spent $156,077,364 
since V-J day. Total expenditures for the cur- 
rent year will amount to $31,788,000. Plans for 
the next five years call for an expenditure of 
$222,708,000. 

Northwestern Public Service Company 
(Huron, S. D.) is carrying on a gas construc- 
tion program which has resulted in the ex- 
penditure of $1,400,000 since V-J day. Expendi- 
tures planned for the current year total $400,- 
000 and for the following five years $1,500,000. 

Pacific Gas and Electric Company (San 
Francisco, Calif.) invested over $170,250,000 
in gas facilities in the period 1946-1951. A con- 
struction program of $24,500,000 is being car- 
ried out in 1952. For the period 1953-1957, in- 
vestment in new facilities is expected to total 
$140,000,000. 

Pacific Lighting Corporation (San Francisco, 
Calif.) has made capital expenditures amount- 
ing to $206,370,000 since the end of World War 
II, with an additional $44,000,000 estimated for 
the current year. The company’s projected pro- 
gram for the following five years amounts to 
$210,000,000. 

Panhandle Eastern Pipe Line Company 
(New York, N. Y.) reports that construction 
expenditures from V-J day through 1951 have 
amounted to $107,017,681, with an additional 
$11,364,700 estimated for the current year. 

The Peoples Gas Light & Coke Company 
(Chicago, Ill.) made additions and improve- 
ments to property requiring expenditures since 
the end of World War II of $42,600,000. The 
estimated cost of the 1952 program is $10,- 
300,000, with a $66,300,000 program proposed 
for the following five years. 

Portland Gas & Coke Company (Portland, 
Ore.) has spent $7,944,000 on new construction 
since World War II. Expenditures for the cur- 
rent year amount to $850,000. It expects to 
spend $13,240,000 during the next five years. 

Providence Gas Company (Providence, 
R. I.) reports that during the postwar period 
expenditures for mew construction have 
amounted to approximately $9,000,000. Ex- 
penditures fer 1952 and the period 1953-1957 
are expected to amount to about $1,325,000 
and $3,000,000, respectively. 


Public Service Company of Colorado (Den- 
ver, Colo.) reports that gas construction ex- 
penditures have amounted to $26,600,000 since 
V-J day, with $4,700,000 being scheduled for 
the current year. The program will be con- 
tinued in the next five-year period with a $20,- 
000,000 expenditure being proposed. 

Public Service Electric and Gas Company 
(Newark, N. J.) has an extensive gas pro- 
gram underway. Since V-J day, expenditures 
have totaled $77,049,779, with $24,104,224 be- 
ing spent during the current year. The 1953- 
1957 program will call for an outlay of an ad- 
ditional $120,000,000. 

Rochester Gas & Electric Corporation 
(Rochester, N. Y.) has made additions to its 
gas facilities in the postwar period amounting 
to $15,800,000, with $4,300,000 being spent dur- 
ing the current year. The estimated cost of its 
1953-1957 program is $15,000,000. 

San Diego Gas & Electric Company (San 
Diego, Calif.) reports that total gas expendi- 
tures since World War II have amounted to 
$15,136,916. A total of $1,438,902 was spent 
during the first seven months of 1952. A $11,- 
690,000 program is proposed for the next five 
years. 

Seattle Gas Company (Seattle, Wash.) has 
invested $4,227,908 in new construction from 
V-J day to date. Prospective expenditures for 
the next five years amount to $11,200,000 

South Carolina Electric & Gas Company 
(Columbia, S. C.) reports that additions and 
improvements to gas property since V-J day 
have required the expenditure of $2,374,351. 
Total cost of this year’s program will amount 
to $534,102. For the five-year period 1953- 
1957, it is planned to spend. $3,473,300. 

South Jersey Gas Company (Atlantic City, 
N. J.) reports that improvements and additions 
during the postwar period have amounted to 
$8,792,605, with $1,150,000 being spent during 
1952. The program will be continued during 
the next five years with an expenditure of 
$5,000,000. 

Southern Indiana Gas & Electric Company 
(Evansville, Ind.) has been expanding its gas 
facilities. Its program since V-J day has cost 
2,600,000. Expenditures for the current year 
will total $560,000. Proposed 1953-1957 con- 
struction will amount to $3,500,000. ; 

Southern Natural Gas Company (Birming- 
ham, Ala.) is engaged in an extensive program 
which, over the period from the end of World 
War II through 1951, has required expendi- 
tures of $72,800,000. An additional $15,000,000 
is being spent during the current year and a 
$90,000,000 program is proposed during the 
succeeding five years. 

Southern Union Gas Company (Dallas, 
Tex.) reports that total expenditures from V-] 
day through 1951 have been $41,337,961. The 
1952 construction budget amounts to $11,097,- 
286. It is expected that expenditures for the 
next five years will aggregate $41,650,000. 

The Tampa Gas Company (Tampa, Fila.) 
reports that its postwar construction program 
has amounted to $300,000. Total outlay for the 
current year will be $30,000. Expenditures for 

(Continued on Page 40) 
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Natural gas sales, revenue and customers 
have reached an all-time high in the 65 
communities served by our company. 


In the year ending June 30, 1952: 
Sales amounted to 24,967,460 Mcf; 
revenue totaled $14,371,733.97; 
and customers were at the all-time 
high of 134,799. 




















ps 


This is a sound, stable business, based 
primarily on residential consumption, and 
is supported by diversified industry. 


In spite of government imposed restric- 
tions affecting materials and new equip- 
ment, we installed 121 miles of new gas 
mains and extended gas service to 5400 
new customers during the year. 


THE DAYTON POWER AND LIGHT COMPANY 


DAYTON, OHIO 
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the next five years are estimated at $150,000. | J ef Dr. James F. Bender, 


Tennessee Gas Transmission Company " 
(Houston, Tex.) recently completed two pipe- noted authority on human 


line jobs which have increased its daily de- : 
livery capacity to 1,350,000,000 cubic feet of relations, show yOu... 


natural gas daily to the Northeast. An addi- 
tional expansion, which will increase daily de- 

livery capacity to 1,515,000,000 cubic feet, and AYS 
underground storage facilities to be con- i0 

structed near Hebron, Pa., which will increase 


peak-day delivery capacity to 1,715,000,000 to develop ¥ 


cubic feet, are also planned. 


Texas Eastern Transmission Corporation 4 
exe ( missi p executive 


(Shreveport, La.) has been conducting an ex- 
tensive expansion program, with $339,192,500 * 
having been spent since the end of World War leadership 
II. Total estimated capital expenditures for the 
current year and the following five-year period ~ 
amounts to $134,707,700 and $17,817,600, re- qualities 
spectively. 

Texas Gas Transmission Corporation 
(Owensboro, Ky.) has spent $83,500,000 since ‘THE ART OF BEING A LEADE 
V-J day to extend and enlarge facilities. Ex- is the foremost secret of successful 
80 000,000 for the current year will amount to . men. Without this key to success you 

,000,000. can have great ability and education and still only 

The Transcontinental Gas Pipe Line Com- reach average success. With this key, you can 2t- 
pany, Inc. (Houston, Tex.) is in the midst of | tain far better-than-average success with only slight- 
a broad expansion program. Total expendi- ly better-than-ordinary ability. To help you develop 
tures since V-J day amount to $268,917,176, | and improve executive leadership qualities, Dr. 
with $4,818,047 being spent during the current | James F. Bender has written a practical, down-te 
year. earth guidebook in which you will find a detailed 

Tucson Gas, Electric Light & Power Com- | discussion of the 10 most important factors for 
pany (Tucson, Ariz.) reports that improve- building real leadership ability. 
ments to its gas system during the postwar 
period have accounted for $2,700,000. Current The Technique of 
year expenditures will total $330,000. A a . 

500,000 program is proposed for the next five 
SeaNED gragease in geape Executive 

United Gas Corporation (Shreveport, La.) hi 
expended $193,841,000 for a — Leaders ip 
the six year period 1946-1951. Total expendi- 
tures for the current year will amount to $105,- By JAMES F. BENDER 
285,000. Expenditures of substantial sums dur- 291 pages, 5!/4x8, $3.75 
ing the next five years are expected. HATEVER YOUR JOB 

The United Gas Improvement Company 10 interesting chap- W this book will om 
(Philadelphia, Pa.) reports that capital ex- ters explaining the achieve or maintain a positioa 
penditures for that company and subsidiary 10 fist ng pe et —— = 
companies have amounted to $27,861,532 dur- ways te Bring out sonulies colar ton a 
ing the postwar period through 1951. Prospec- leadership qualities theory of leadership. It con 
tive capital expenditures for the five-year pe- 1. Analyze Yourself tains many helpful sees 
riod 1952-1956 amount to $27,532,781, with $5,- |] 2. Streamline Your | {ions Srowing out of Dr. Beat 
474,639 being spent for the current year. Mind ecutives. And, in order that 

United Natural Gas Company (Oil City, Pa.) - Be a Pleasant Boss you might compare yourself 
has conducted a $19,000,000 program since V-J . Grow asa an Eg — yan 
day, with $4,000,000 being spent during the ood 21 quizzes to help you analyze 

: : Improve Your q elp you analy 
current year. A $10,000,000 program is pro- . Reading cz. Foureelf and your coneniinn. 
posed for the next five years. , Mester & ere, truly, 18 & golden 

Washington Gas Light Company (Wash., interview fan pw BE 2D 
Oa pa ed 

, it has conducted a JUD, program. onterences : , §0es . 
An additional $10,400,000 is being spent during . Be a Good —_ guidebook oh = 
: ; Psychologist y yourse 
the current year. ree 000, expenditures for Got the Mest Cut and porsenality-wise—ter, te 
1953-1957 amount to $37,000,000. ' rst opening that comes along 

Wisconsin Power & Light Company (Madi- : pth ne: agg callies FS ae 
son, Wis.) spent $1,750,000 in the postwar pe- with others, and bearing up 
riod for gas additions and improvements. Ex- Leadership well under heavy responsibili- 
penditures for the current year will amount om. 
to $500,000. Plans underway call for an addi- | 
tional outlay of $2,500,000 during the next five | Pusiic UTILITIES FoRTNIGHTLY 
years. MUNSEY BUILDING WaAsHINGTON 4, D. C. 
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Cut outage time —immediate dispatch- Reduce “dead” mileage —with Motor- 
ing of line crews speeds repair work, ola radio you contact the neores? crew, 
averts anticipated trouble. Motorola radio send them over the shortest rovte. 
LEAD brings 2-way contact with your crews Motorola takes shocks of rough roads, 
successful anywhere! Instantly! operates in all weather. 
ICCeSS you 
still only 
fu can at 
nly slight 
u develop 
ities, Dr. 
dows-to- 
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ctors for 











































Save wasted man-hours— your crews Speed trouble shooting — Handie- Get reports sooner —join your network 
report immediately when a job is done; Talkie® portables help co-ordinate work, with local police, fire and public service 

DUR JOB there's no hing for icati isolate trouble quicker. When storms radio for immediote reports of fires, 

| help 8 in remote creas. Motorola is a rough- threaten, crews stay on the job—ready accidents and other possible causes of 

2 posites and-ready tool for your line crews. for trouble before it happens! power failure. Motorola serves them all. 

ship. You 

nt on the oe 

on the LOSy, — 

, oo Rociied A ) Choice of more and more Utilities Companies 

Dr. Bend- Baw ramen os 4 

cy sar Motorola 2-Way Rad 

with > otorela ay nado 

p yourself . a f If . 

traits, of he SAS pays for itself many times over 

¢ contains : 

ou analyze ‘ ee With these cost-cutting advantages you can improve 

— Pes oe tae : customer service, make greater profits. Motorola offers you 

be on ‘y ~ . complete communication service . . . outstanding performance .. . 

: responsi- ‘ rugged dependability. Write today—your local Motorola engineer 

he hi ~4 ‘ will show you how Motorola can cut your costs. 

em. Wi 

and, you es s 

—business . 

—for the ¢ O) 

withthe . 

with the “a ; 

long well Zp, 

aring up a 





sponsibili- Cut vehicle maintenance costs— 
Motorola radio dispatching means less Communications and Electronics Division 
mileage, less gas, oil and depreciation. 4545 Augusta Bivd., Chicago 51, Iilinois 

HTLY Motorola pays for itself in savings in a Rogers Majestic Electronics Lid, Terente, Cenade 
relatively few months. 
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or dry, molten slag and large ciinkers; fits any type of power plant arrang 


Vv 


DESIGNERS 


HYDRAULIC ASH-HANDLING SYSTEM 


A Beaumont HYDRAULIC System: is particularly suited for high capacity ash-handling; handles wet ash 





basis. Write for Beaumont’s brochure, “Answers to Your Ash-Handling Questions.” 


letal. 
Pp y enclosed, 


preventing dust or gas from escaping to the boiler room; and can be operated by one man on a part-time 


BIRCH COMPANY 


1534 RACE STREET, PHILADELPHIA 2, PA. 


MANUFACTURERS - 


ERECTORS BULK MATERIAL HANDLING SYSTEMS 
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. Turbine Types 

- Construction 
Details 

. Turbine Lubri- 
cants and 
Lubrication 

. Operation and 
Maintenance 

. Steam Funda- 
mentals 

. Performance 


” Power Cycle 
Auxiliaries 
9. Gas Turbines 





Here's help in keeping steam and gas 


turbines running at peak efficiency 


HENEVER YOU WANT “HOW-AND-WHY” AN- 
SWERS to your questions on turbine operation and 
tenance here’s the book to consult. In it, you will find 
a thorough explanation of all phases of turbine operation 
and selection. Clear descriptions of both prime-mover types 


main 


of tu 








rbines are given, covering their arrangement and as- 
sembly—the operating principles involved—perform- 
ance limitations—auxiliary and control devices needed 
for operation—and the basic reasons for various pre- 
cautions to be observed. 


STEAM AND GAS TURBINES 


By BERNHARDT G. A. SKROTZKI 
Associate Editor, Power 
and WILLIAM A. VOPAT 
Professor of Mechanical Engineering 
The Cooper Union School of Engineering 


395 pages © 6x9 © 356 illustrations @ $6.00 


THE BOOK OUTLINES HOW TO estimate ex- 
pected performances of new turbines, and how to check 
on performance of existing turbines against original 
guarantees or tests. Included are methods of comparing 
actual heat rate performance against the test of guar- 





You'll find scores of 
“how-to” helps 
like these: 


how to arrange nozzle 
blocks in an impulse tur- 
bine 

how to shield blades 

how to lubricate a turbine 
properly 

how to start a new turbine 
how to overhaul a turbine 
how to chook turbine per- 
formance 

how to design amplifying 
devices for governors 
how to lay out a modern 
central-station 

how to use condenser air- 
removal equipment 

how to design an evap- 
orator 

how to improve plant ther- 
mal cy 

how to combine heat-con- 
serving equipment 

and many, many others 
that can help you perform 
your Job more efficiently 








antee curves of an existing unit. The short-cut methods, suggestions and techniques spotlighted in this 
guide can help you to analyze and correct quickly and easily any turbine trouble that may arise. 
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—a story which had its beginning centuries ago in ancient 
China when Natural Gas was discovered and first used... and 
continuing into the present where the Magic Blue Flame of 
Natutal Gas has become the most modern of fuels for cooking, 
refrigeration, waterheating, clothesdrying, and homeheating. 


Throughout the years, down to the very present, Natural Gas 
has been recognized as the universal servant of man through 
household appliances: the cleanest, most economical and most 
dependable of their kind! 


OLIVE AT ELEVENTH SAINT LOUIS 


— 
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mat on | PROCEEDINGS 
1951 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Valuation, The State Commission, and Section 19a—Telephone Toll Rates—Keeping 
the Public Better Informed Concerning the Duties and Activities of the State Regu- 
latory Commission—Utility Regulation Under Rising Cost Conditions—State Taxation 
of Motor Carriers of Property—Natural Gas Supply Problems—Accounts and Statis- 
tics—Engineering—Legislation—Resolutions adopted by the Association. 

Price—$ 10.00 


OTHER PUBLICATIONS OF THE ASSOCIATION 
Telephone Separations Manual 


Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two-year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report is 
in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll tele- 
phone service, rates, costs, and disparities in rates. This report covers the subject from 
both the interstate and intrastate approach $6.50 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

line Letter Symbols for Mathematics of Depreciation 





1948) Half Cycle Methods of Estimating Service Life 
1950) Remaining Life Basis of Accounting for Depreciation 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45-118 (1938-1951) 
laterpretations of Uniform System of Accounts for Gas Utilities— 
Cases 1-79 (1938-1951) 
— ~~ of Uniform System of Accounts for Water Utilities— 
ases Nos. 1-64 (1938-1951) 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. C. 
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"WE SAVE MORE wt 0,0 00 A Y EA R -—_ 


BY BURNING COAL THE MODERN WAY! 


“MODERNIZING OUR COAL INSTALLATION CUT OUR 


FUEL CONSUMPTION 21.4% .. . LABOR COSTS 60%! 


says Oliver Moses, 3rd, President, Worumbo Manufac- 
turing Company, Lisbon Falls, Maine. 


This modernized steam plant 
will pay for itself in 3 years! 
The two new boilers shown 
en the right now carry the 
complete plant load. They 
replaced five boilers of the 
type shown on the extreme 
left—two of which are still 
in standby service. The new 
equipment saves Worumbo 
nearly 30c on every thou- 
sand pounds of steam. Au- 
tomatic, dustless coal and 
ash handling has helped cut 
weekly labor costs from 
$606 to $242! The new 
plant has a 20% greater 
eapacity—burns 150 fewer 
tons of coal each month. 


Today coal can give you more steam per dol- 
lar than ever before. With modern combus- 
tion equipment, you can get anywhere from 
10 to 40% more power from a ton of coal than 
was possible a few years ago. And with up- 
to-date automatic coal- and ash-handling sys- 
tems you can cut labor costs to a minimum. 

Building a new plant? Planning to modern- 
ize? Then, get the advice of a consulting 
engineer! He’ll show you the way to big 
savings—burning coal in a modern plant de- 
signed to meet your specific needs. 

Powering your plant with coal makes good 
sense for the future, too. Coal is the only 
fuel with really abundant reserves—enough 
to last for centuries. And this coal is supplied 
by the world’s most efficient and productive 
coal industry. That’s why coal is the only fuel 
that can offer dependable future supply and 
greater relative price stability. 





If you operate a steam Plant, you can't 
afford to ignore these facts! 


COAL in most places is today's lowest-cost fuel. 
COAL resources in America 


needs—for hundreds o Gre adequate for all 


# years to come 
COAL production in the U 
S.A. is hight 
ized and by far the most efficient in er 
COAL prices will therefore 
of all fuels. 


COAL is the safest fuel to store and use. 


COAL > the fuel that industry counts on more and 
nee with modern combustion and han- 

- equipment, the inherent advantages of 
well-prepared coal net even bigger savings. 


remain the most stable 





BITUMINOUS COAL INSTITUTE 


A Department of National Coal Association, Washington, D. C. 


FOR HIGH EFFICIENCY tj) FOR LOW COST 


YOU CAN COUNT ON COAL! 
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The Baby Digger moves right along on this 100% machine digging on this house service 
main extension in spite of tight quarters and with a compact, maneuverable CLEVELAND 
tough frost. Baby Digger. 









The CLEVELAND 80 lays pipe... 


GET THE 
Fut CLEVELAND story 


See them at Atlantic City 
Booths 725, 726, 813, 814 


We'll welcome you, too, at our 
headquarters in Haddon Hall 








a 
lS and does a thorough clean-up job. . 





Pioneer of the Modern Trencher 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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Serving more than 
735,000 Customers 
in Michigan 


g Ludington Reed City Clare 


Mt. Pleasant 


Greenville 





MICHIGAN CONSOLIDATED GAS COMPANY 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








HERE'S WHAT THE ARCHITECT SHOWED 


Ow“ 


mm VYyvve 


n 
— S SS SS Se A 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms ilding mode 
mn. 
of money saved. They mean more revenue over the years Why a " aan 
and earlier revenue right from the start. Let’s look at the details—” Haag Se yo = oe hae low 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be — ‘e 
. every six-inch area. It requires but a s 
Write for the simple facts— iin takes literally only a few minutes. 
No muss with trenches. Tenants can have 
H. H. ROBERTSON COMPANY as many outlets, changed as often and 


located exactly, as they please. Such per- 
petite Rs A ena manently flexible floor plans keep a build 


Factories In Ambridge, Pe., Hamil Ont., Ett port, Englend ing permanently modern. The exterior may 
grov old-fashioned, but with live arteries 

Offices la $0 Princina! Cates RTI wort wide puting Service of power in the floors, the building iteal! 
wil] never be electrically outmoded. 
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LEGEND 


EXISTING SUPPLY LINES 


CONNECTIONS WITH NIAGARA MOHAWK 
GAS TRANSMISSION SYSTEMS 


NIAGARA MOHAWK TRANSMISSION LINES 
NIAGARA MOHAWK PROJECTED LINES 








ATERTOWN 


AMSTERDAM 


eg SCHENECTADY 
@ TROY 
—— 
S 





FIELDS 


FROM NATURAL GAS 
FIELDS OF 
SOUTHWEST 





loday, the longest “rivers” 
in New York State... 


aren't the majestic Hudson or the 
bric Mohawk. They’re man-made 
ers’ —the pipelines through which 
ons of cubic feet of Natural gas flow 
Upstate New York. In 1951, these 
lines enabled the Niagara Mohawk 
m to convert 196,000 of its custom- 
tom manufactured to patural gas! 


IAGARA MOHAWK 


NIAGARA 


This program will continue. With th 
exception of the Watertown area whicl 
will be converted in 1953, practically al 
gas service territory of Niagara Mohawk 
System is now converted to natural gas 
The System’s investment in new gas an 
electric facilities for the period 1946-5 
will total over $265,000,000! 


POWER CORPORATION 


MOHAWK 


\ 
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PICTURE OF COMFORT AND PEAK PRODUCTION! Planet Power oni in the TD-24 
makes it easy to get maximum production. 


Big wei D tie eile Chan 


International's TD-24 pays big dividends in efficient 
coal handling for power companies 


Watch the Big Red Champ dig in! 

You can see the output! 

So easy to handle with Planet Power steering 
that the operator can concentrate on making 
every pass pay off, blading a big load each time. 

So powerful—148 maximum drawbar horse- 
power —that big jobs are handled as fast as other 
crawlers do small ones. No wonder the TD-24 
is the operators’ pet. 


It’s in solid with utility management, too. 


Keeping ahead of hungry hoppers is no trick wit! 
eight speeds forward, eight reverse, and positiv 
reserve torque control to move overloads with 
out stalling. 

See the TD-24 and other efficient Internation: 
crawlers at the well-equipped shops of you! 
nearest International Industrial Distributor t 
day. Find out how International power cuts cos 
while breaking work records. Learn how largf 
stocks of factory-made parts and thorough; 
trained service engineers will keep your Inter 
national power in top shape for hard-working 
years to come. It’s power that pays! 
International Harvester Company, Chicago }, Illinois 


INTERNATIONAL (c. ) mama 


—— 
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MAJOR JOBS 
FOR QUALIFIED, YOUNG, AMBITIOUS UTILITY PERSONNEL 


We have been authorized to present fully qualified candidates for the following 

positions: 

1. ADMINISTRATIVE VICE PRESIDENT in 38-45 year age bracket. Qualified to coordi- 
nate operating, commercial, and accounting functions and administer company’s 
organization and operations. Operating and/or engineering experience essential. 
Familiarity with rate case preparation and presentation, accounting, and sales pro- 
motion desirable. Preferred consideration given to those with combination experience, 
such as electric-gas, telephone-gas, electric-water, telephone-water. Eastern location. 

Starting salary range (dependent on qualifications) , + -$13,500-$20,000 

2. VICE PRESIDENT, OPERATIONS, in 38-45 year age bracket. Qualified to assume 
full, final responsibility for operations, engineering and construction. Joerasins and 
engineering experience absolute requirement; familiarity with rate analysis, labor 
negotiations, analysis of manpower requirements desirable. Sufficient experience, 
knowledge and background to handle all operating and engineering problems of 
diversified utilities company. Multi-utility experience essential, such as combination 
electric-gas, telephone-water, etc. Eastern location. 

Starting salary range (dependent on qualifications) $12,000-$15,000 

3. TREASURER in 35-40 year age bracket. Qualified to supervise and administer all 
accounting and quasi-accounting, commercial problems. Experience in utility ac- 
counting, including familiarity with F.P.C. and F.C.C. systems, and also in utility 
financial budgeting and use of budgetary methods for control, essential. Knowledge 
= — and methods development and rate case preparation desirable. Eastern 
ocation. 

Starting salary range (dependent on qualifications) $10,000-$12,500 

4. GENERAL SALES MANAGER in 35-45 year age bracket. Qualified to direct, from a 
central administrative office, sales and load building program for geographically 
separated electric, gas, and telephone properties. Experience in actual selling and 
in building of sales forces absolute requirement. Familiarity with technical bases 
for competitive selling desirable. Eastern location. 


Starting salary range (dependent on 
qualifications) $5,000, plus commission arrangement 


Each of the above jobs is with an organization whose fundamental policy is aggressive, 
efficient and productive business management. General requirements are that applicants 
must be ambitious, hard working, and interested in a productive association, rather than 
in only the security of a “civil service” type position. 


Successful candidates will have the philosophy that continuing personal benefit and 
advancement can only result from continuing achievement on behalf of the organization. 


Starting salaries within the above ranges will depend upon how closely applicants 
meet the ideal specifications. Engagements will be premised on improvement in compensa- 
tion within one year from association, if productive job is done. Pension and insurance 
benefits are at least competitive. 


These jobs are not for the chronically discontent. They are for those who rebel against 
advancement based only on seniority or years of service. They are for those qualified in the 
belief that they can really achieve and want to be compensated only for their achievement. 
They will appeal to those whose personal development or advancement has been stymied by 
contrary policy. They will be for those who want the challenge—and opportunity—of 
responsibility. 


Consideration will be given only to those submitting detailed history of personal ex- 
perience and qualifications, which should include present compensation and compensation 
in all previous positions. Applications should also include concrete reasons for a desire 
to change from present affiliation. Pictures should accompany each application. 

All applications for each position will be treated in complete confidence. Those really 
qualified will be promptly advised of interview arrangements. 


In each instance, appropriate employees have been advised of these openings. 
The organizations involved are growing at a rate much faster than the average for 


the industries. The opportunity to combine “workability” with “livability” is unusual at 
the proposed locations. 


Box #116 
PUBLIC UTILITIES FORTNIGHTLY 
309 Munsey Bidg., Washington 4, D. C. 
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do special problems 
throw 
your staff ; 
off balance? 











Special problems are sure to arise in your business, demanding extra effort from 
your key executives. Added to their regular duties, this puts an undue strain on 
them— perhaps even lowers their efficiency. Yet, adding personnel to your permanent 
payroll can throw your staff off balance when the job is completed. 

A good way to handle these special problems—with dispatch, economy and efficiency 
—is to call in outside specialists. For almost fifty years, companies have called on 
Esasco’s engineers, constructors and business consultants to help with such prob- 
lems. For them, EsBasco has made business studies, prepared financial programs, 
set up systems for production control and cost accounting, and performed many 
other valuable services. In design and construction, EBpasco has planned and built 
over a billion dollars worth of new plants all over the world. 

Services like these can mean more efficient operation of your firm... can relieve 
you and your other top executives of a myriad of details that might otherwise prove 
burdensome. In the long run, the savings you effect by calling in Esasco far out- 
weigh the reasonable cost. 

To find out how EBasco can serve you, send for your free copy of ‘“The Inside Story 
of Outside Help.”” Address: Ebasco Services Incorporated, Dept. E, Two Rector 
Street, New York 6, N. Y. 


EBASCO SERVICES 


yt INCORPORATED 


oa ER New York + Chicago - Washington, D.C. 
ASCON a) Appraisai - a Pesncs Stes -ConsttngEngourig Design & Construction - Financial 


*o, * lations - Inspection & Expediting - insurance, Pensions & Safety 
"789 couse aeummae: Purchasing + Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 


a 
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“Sure, [ worked for UGI” 


At conventions .. . at luncheons or 
dinner meetings ...in committee groups... at 
many places where gas men gather, be it in 
Peoria or Peach Bottom, Atlantic City or Augusta, 
sooner or later you'll hear someone say, “Sure, 
I worked for U.G.I. That’s where I started my 
gas training.” 

U.G.1. glows with an understandable inner 


pride as it examines that long list of trained men, 





from the earliest days of the saga of gas, up to 
today . . . men whose names are indelibly stamped 
on the scroll of gas progress. 

And with those men, is the long list of 
machines and processes bearing the initials 
“U.G.1.", which have helped to bring the 
American Gas Industry to its present level of 
importance in making our homes and industries 
the envy of the entire world. 

At A.G.A. convention-time, U.C.1. salutes 
“men and machines’, the proper coordination of 


which is the secret of American free enterprise. 


THE UNITED GAS IMPROVEMENT COMPANY 


Philadelphia, Pennsylvania 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS | 33: 
SYSTEM 








The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 

} Binghamton Gas Works 

: ; Cumberland and Allegheny Gas Company 
: Home Gas Company 


A The Keystone Gas Company, Inc. 
> * Natural Gas Company of West Virginia 
The Preston Oil Company 


si ; % ) 


, 
? 
on | 
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Saves Time, Space and Money 


Every Kinnear Door is tailored to fit the 
individual opening, in old or new buildings. 
Coiling neatly above the lintel, they open 
Straight up—can’t interfere with traffic or 
other plant activity. A half-century of use 
under the most difficult conditions gives 
complete proof of the Kinnear Door’s ca- 
pacity for years of hard, constant service. 
They save money because their rugged, 
all-steel, interlocking slat curtain assures 
long life and low maintenance costs, plus 
extra protection against fire, intrusion, or 
wind damage. Slat surfaces are heavily 


zine coated by the hot-dip process, and a 
specia! Kinnear Paint Bond is applied to 
assure lasting paint adhesion. 

They save space by opening straight up and 
coiling above the doorway, allowing all floor 
and wall space around the door to be used 
at all times. 

They save time with their smooth, easy, 
gliding action. With motor operation, doors 
can be fully and safely controlled by push- 
buttons from any number of convenient 
locations. 


Write for your copy of new catalog 


The KINNEAR Manufacturing Co. 


Factories: 
2060-80 Fields Ave., Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 


Saving Ways in Doorways 


INNEAR 


ROLLING DOORS 
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COMPLETE AND FLEXIBLE ENGINEERING AND 
CONSTRUCTION SERVICES FOR 
MANUFACTURED AND NATURAL GAS COMPANIES 


PIPE LINES—GAS MAINS—PLANT FACILITIES 


UNITED ENGINEERS’ services cover all the required 
steps for construction from sound preliminary engineering study to 
efficient and economical field construction with preliminary operation 
of plant additions. 


@ EXPERIENCE IN DESIGN: United has over sixty years’ experience in gas 
industry construction. 


@ EFFICIENT APPARATUS: United has pioneered major developments in, city 
gas and synthesis gas production, catalytically and thermally. 


@ ECONOMICAL CONSTRUCTION: United has large well organized forces for 
natural and manufactured gas construction work. 


@ EXPERIENCE IN OPERATION: United has experienced plant operators for 
securing most efficient results from apparatus. 


Within the scope of our current and recent work for the gas industry 
are installations for 


¢ Catalytic and Thermal Reforming e Synthesis Gas Production 


e Water Gas and Oil Gas 


e Natural Gas Utilization Production 


¢ Distribution Mains and Pipe Lines e Liquefied-Petroleum Gas 


UNITED ENGINEERS & CONSTRUCTORS INC 


NEW YORK 17 PHILADELPHIA 5 CHICAGO 2 
WITH A BACKGROUND OF OVER SIXTY YEARS’ EXPERIENCE 
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BROOALYN 


ANOTHER 


Part of America 


GOES 


Natural Gas 


Small in area, but The Brooklyn Union Gas Company’s 
territory in Brooklyn and Queens represents the biggest 
single change-over to natural gas completed thus far. 


Far from the source, but the technical ingenuity of great 
companies, such as Transcontinental Gas Pipe Line Corpora- 
tion, Conversions & Surveys, Inc., our neighboring utilities, 
and of our own engineering staff, have brought the benefits of 


this natural fuel to one of America’s largest communities. 


Facing increasing costs of operation, natural gas from Texas 
and Louisiana helps us to provide the best possible gas service 
at the lowest possible cost to our more than 950,000 customers. 


We are proud to take our place in the membership of America’s great natural 
gas industry! 








/ ThefBnadebyn Union Gen nj 








OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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Utility Saves 7 Weeks and $3054 
on Six Transformers by Ordering RM 


Lower prices and faster shipments have sold 
a Southeast Texas Utility on the RM* idea 





THREE REPETITIVE-MANUFACTURE TRANSFORMERS installed at 
a substation of a large utility in southeast Texas. They are each 
rated 1000-kva, single-phase, 67,000 volts to 7620/13200Y. 
Cylindrical auxiliary tanks contain oi! and an inert gas which 
excludes oxygen and preserves the insulating oil in main tanks. 


*RM stands for “Repetitive Manufacture.” By using 
standardized construction methods, General Electric 
builds RM power transformers more economically— 
delivers them faster. RM designs are available in 
ratings 10,000 kva and below and up to 69 kv, with 
many optional features. 


A specific order shows why: Six 
transformers were ordered for two 
important substations. Each was a 
single-phase, 1090-kva unit—step- 
down from 67,000 volts to 7620/ 
13200 volts Y. The net price for one 
of these RM units was $5738, while 
the net price for a comparable non- 
standard transformer was $6247. 
Total saving—because the utility 
purchased RM—was $3054, and 
what is equally important, shipment 
was made in 11 weeks, versus an 
average delivery at that time of 18 
weeks on nonstandard transformers 
of similar ratings. 

Are you taking full advantage of 
RM? Available in single- and three- 
phase ratings, with or without load- 
ratio control and fan cooling, RM 
transformers are easy to apply to 
your system. For complete informa- 
tion, contact your local G-E repre- 
sentative. Or write to General Elec- 
tric Company, Schenectady 5, N. Y. 


GENERAL (6) ELECTRIC 
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THE FW BALL MILL PROVIDES.. s 





4 answers to your pulverized fuel problems 









1 PULVERIZES TOUGH FuELS. Anthracite, coke breeze, hard bituminous, 
as well as lignite, petroleum coke and pitch are all being success- 
fully pulverized with reliable, easy-to-maintain FW Ball Mills. 


2 HIGH AVAILABILITY—LOW MAINTENANCE Operating records of FW Ball 
Mills show a remarkable availability of 99% or better. This 
means fewer pulverizers are required per boiler. 


<< CONSTANT FINENESS Regardless of its length of service, the FW Ball 
Mill pulverizes fuel to a constant fineness, maintains peak steam 
generator efficiency. As the balls wear, they are replaced while 
the mill is in service. Costly shutdowns are, therefore, avoided. Fo: 


ex 
4 LARGE RESERVE CAPACITY. A large reserve supply of fuel is available | 
in the mill at all times to maintain smooth, uninterrupted opera- ski 
tion of the steam generating equipment. This reserve is adequate 
to provide for interruptions in raw-coal feed and to meet rapid Th 
or extensive load changes. , 
ine 
an 


FOSTER WHEELER CORPORATION 








EXHAUSTER 


ROTATING- 
TABLE-TYPE 
RAW COAL 
FEEDER 


RAW COAL 
TO 
PULVERIZER 


PREHEATED 
AIR TO 
PULVERIZER 


PULVERIZED 


-oomdhes Cut drawing of Foster Wheel 
vtaway drawing of Foster Wheeler 

EXHAUSTER Boll Mill Pulverizer with single ex- 

hauster and single feeder. Systems also 





available with 2 exhausters and 2 feeders; 
and for pressurized operation 


m 
ile 
d. Foster Wheeler Ball Mill Pulverizers represent over 50 years of 
experience with pulverized fuels plus the knowledge and engineering 
: skill gained in hundreds of successful installations. 
“ They are complete systems with all component parts which 
incorporate a high degree of efficiency, availability 
and economical operation. Write for further information to: 
rion! BROADWAY, NEW YORK 6, WN. Y. 
FOSTER G) WHEELER 
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THREE SERIES OF 


cOlY 


cONT 









PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 





g FULLY ADJUSTABLE AS TO bs 
RANGE AND SENSITIVITY - 
W@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 
mMERCOID SEALED 





MERCURY CONTACT 





There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 


Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 


Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. 700A. 





THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © — PHILADELPHIA: 3137 N. BROAD ST. 
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SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Monroe County Electric Coop. 
Pennsylvania Power & Light Co. 
Southwestern Public Service Co. 

Central Arizona Light & Power Co. 

Kansas Gas and Electric Co. 
San Diego Gas and Electric Co. 
Kansas City Power & Light Co. 

Arkansas Power & Light Co. 

Ozarks Rural Electric Coop. 

Wlinois Bell Telephone Co. 


You CAN 
RELY ow 


leece- 
jyeville 





oe 


ALTERNATOR SYSTEM 


og 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 
demands are high, L-N Alternators give: 
© 25 to 35 amps with engine idling 
e ample capacity to carry the 
entire electrical accessory load 
e fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 


. -tems; 60 fo 150 amps for 12-volt systems. 


Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 
all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 


_ pal cities...Service Stations everywhere. 


Heavy Duty Automotive Electric Equipment for Over GS Yec 
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How to make his job easier... 


two! 
























He doesn’t need to subtract, or even story. Other IBM electronic develop- 
write the figures longhand. And the ments have improved all phases of § » 
Accounting Department doesn’t ques- customer accounting . . . including 


tion his arithmetic or his handwriting. __ bill calculation and audit functions. ' 

He records the meter readings with IBM’s leadership in applying electron- § " 
only a few simple pencil marks on IBM ics to business machines has given utili- : 
Cards. His job is easier . . . results are ties a ready means for reducing costs as . 


better. well as providing better service for f , 
But this is only a small part of the _ their customers. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 






TRADE MARK 
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Where dependability counts, you'll find Dodge! 


axle shafts, extra-long alloy steel springs. 


Public utility trucks must be ready to go 
. night or day, rain or shine, come hail 

or high water. More and more utilities, 
like Southern California Edison, are using 
Dodge ‘“*Job-Rated” trucks. 

Dependability is a big red MUST with 
Dodge. You'll find it in such features as 
moistureproof ignition system, high- 
torque capacity starting motors, positive- 
pressure lubrication system. 

You'll get long life, too, thanks to deep, 
broad-shouldered frames, shot-peened rear 


ad 


What’s more, Dodge offers a wide range 
of engines with 4-ring pistons, chrome- 
plated top rings, exhaust valve seat inserts 

. ease of handling due to short wheel- 
base and wide front tread . . . real driver 
comfort from chair-height seats, greater 
visibility, big positive brakes. 


There’s a Dodge ‘‘Job-Rated” truck to 
meet your needs. See your friendly Dodge 


dealer today. 


DODGE wb )Rotd TRUCKS 
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You can rely on 
LEFFEL Hydraulic Turbine 


To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines 
Leffel turbines have an unparalleled 
record of efficient year-in year-o 
service. And when power means pro 
—an ever-dependable Leffel is wha 
you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and 3 
complete line of turbine accessories. 
Our plant is entirely modern and well 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 
of our service. 


Leffel puts 90 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


THE JAMES LEFFEL & CO. 


MORE EFFICIENT HYDRAULIC POWER FOR YEARS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ovember 0, 1952 


Public Utilities Fortnightly 


ber 6, 19) 





Exide-Manchex installation in City of Philadelphia 
Substation No. 4. 


ec oor 


Substation No. 4, power source for part of Broad Street Subway. Operated by Philadelphia 
Transportation Company, largest, privately-owned, unified transit system in America, 


“TRIPPING” ON THE BROAD STREET SUBWAY 


Exide-Manchex Batteries 


More than 90,000,000 passengers a year 
ride on Philadelphia’s city-owned, PTC- 
operated Broad Street Subway. Directly, 
and through its many feeder lines, the 
subway serves a large part of the city and 
adjoining areas. Safety and service records 
are high. Equipment is modern, efficient 

. and includes dependable Exide- 
Manchex Batteries. 


Power for the northern section of the 
subway is normally supplied from Sub- 
station No. 4 by three 3000-KW Rotaries. 
They receive current from the Philadel- 
phia Electric Company, at 13.8-KV, over 
cables. The station’s six, motor-operated 
oil circuit breakers and five D.C. solenoid- 
operated air breakers, are powered by 
Exide-Manchex Batteries, which also 
provide emergency lighting throughout 
the station. 


Exide-Manchex Batteries are preferred 
by many utilities because they assure: 


POSITIVE OPERATION:— Dependable perform- 

ance at ampie voltage with no switching failures. 

INSTANTANEOUS POWER: High rates for switch- 

ed oe with adequate reserve power for 
ependable performance of all other control 

circuits and for emergency lighting. 

LOW OPERATING COST: Extremely low internal 

resistance. 

LOW MAINTENANCE COSTS: Water required 

about twice a year. No change of chemical 

solution needed during life of battery. 

LOW DEPRECIATION: Sturdy, long-life con- 

struction. 

GREATER CAPACITY in a given amount of space 

avoids overcrowding of equipment. 

These features combine to make Exide- Manchox 

your best power buy for all control and suv- 

station services. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
**Exide” and ‘“‘Manchex" Reg. Trade-marks U. S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...1952 
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Twofold Benefits From The ° 


Analysts Journal 


7. Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 





2. Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 





To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of $4.00. 
(C) Please send me your advertising brochure. 


Name ror TC Te Te ns 


Address .... a hats eh Ried nd ita nba ee atalehele Mba anand ie eed ee 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 





Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
222 East 4ist St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ford, Bacon & Davis 


oe 
VALUATIONS JFq} CONSTRUCTION 
REPORTS GIMICCTS “Rate cases 
NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) — 


GA GILBERT ASSOCIATES 





INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


FOUNDED 1906 
NEW YORK + READING + WASHINGTON + HOUSTON * PHILADELPHIA + ROME * MANILA + MEDELLIN 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 











JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations: Rate of Return Studies; Reporcts for 
Financing: Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 




















Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Mention the Fortnicutty—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
She huljian loyporaiion 


ENGINEERS © CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ee REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in RESULATORY 
COST ANALYSIS “PROBLEMS 
for past 35> years 
Send for brochure: ‘‘The Value of Cost Anclysis te Menagement"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET eos BOSTON 10. MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Servies & Engineering Co. 


CONSULTING, DESIGNING AND r SPECIALISTS IN 
OPERATING ENGINEERS E ACCOUNTING, FINANCING, RATES, 
PURCHASING . INSURANCE AND DEPRECIATION 


331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Outstandin Designing « Engineering *Construc- 
9g tion * Piping * Equipment « Surveys 


in the * Plans + Steam or Diesel Power 
Plants, Alterotions, Expansions 


Industry 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA. 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
Airfields, Refuse Incinerators, Dams 
Power Plants, Flood Control 
industrial Buildings 
City Planning, Reports, Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 
Indianapolis Ind. 





910 Electric Building 











Boppy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 


Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Techsical Services and Reports 


28 WEST ADAMS DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anb SERVICE CO. 
327 So. LaSalle S$t., Chicago 4, HL 
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PROFESSIONAL DIRECTORY (concluded) 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 





Reserte—A 
epor BP 


Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys" 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVBNUB, CHICAGO 





A. S. SCHULMAN ELEctTrIc Co. 
Electrical Contracting Engineers 


TRANSMISSION LingS—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 











HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 

E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management. 
Dams, Foundations, Harbor Structures. 

Soil Mechanics 


400 W. MADISON 8ST. CHICAGO 6, ILL. 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis New York * Philadelphia * Providence * Dallas 














LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 
POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 
79 East Adams Street Chicago 8, Illinois 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cxicaco 








Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address in- 


quiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNiGHTLY—It identifies your inquiry 
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or smal medium sized 


r boiler plants Reliability . . . Durability .. . 
. Resistance to Corrosion-Erosion 
to insure 


Dependable Performance and the 
Highest Factor of Availability 


7 Pacific . at All Times 


MULTI STAGE TYPE JBF 


Capacities To — 1000 GPM 
Discharge Pressures To — 1000 psi 
Electric Motor Drive To 3600 RPM 
Steam Turbine Drive To 5000 RPM 








re Pacific 


SINGLE STAGE-UNITIZED 
STEAM TURBOPUMP 


Capacities To — 500 GPM 

Discharge Pressures to 1100 psi 

STEAM To 900 psi Pressure — 850° F. TT 
Exhaust Pressures To — 50 psi 

Speeds To — 10,000 RPM 


PACI FI C Pacific Dum s inc. 


Precision; > ier “ull HUNTINGTON PARK, CALIFORNIA 


Pi i M >] “4 Export Office: Chanin Bldg., 122 E. 42nd St., New York 
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eeps Maintenance Cost Down 


At the Cleveland Electric Illuminating 
Company’s Ridge Road Substation, this 
installation of Westinghouse Metal-Clad 
Switchgear is setting an excellent service 
record. And what they say about it sug- 
gests a savings opportunity for you: 


“We particularly like its low main- 
tenance characteristics. In two years 
of operation, there has been a mini- 
mum of inspection and maintenance. 
Expected result is an appreciable 
long-range saving.” 


Some of the features contributing to this 
saving are easy accessibility to component 


" 


parts, simple, fast removal and replace- 
ment of draw-out air breakers, and exclu- 
circuit interruption. 


RnR? 


sive ‘“De-ion 

The complete story of the savings 
possibilities of Westinghouse Unitized, 
Metal-Clad Switchgear is contained in 
Booklet B-4016. For your copy write 
Westinghouse Electric Corporation, P. O. 


Box 868, Pittsburgh 30, Penna. —_J-60 »7-A 
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